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REPORT SUMMARY 


The following report contains a considerable amount of 
detailed data anc descriptive methodology in order to pro- 
vide the reader with the logic and details underlying the 
conclusions reached as a result of this phase of the Inquiry. 
This report summary is presented to provide the more casual 
reader and the technician with an overview of the report and 
the tindings andiconclusions son thesmatters descr ibedmintra. 
For convenience, the summary is arranged according to the 
sequence of chapters in the report. The page references 


indicate where the summarized matter is discussed in detail. 
Introduction 


The report is in response to this Commission's Terms 
of Reference 3.5 and 3.56 which give it the mandate to de- 
yelop a Seles: Of typicals cOstmpr onllecwror di iElLerent-cate= 
gories of Prairie railway line (Term 3.5) and ‘to assess) the 
impact upon railway costs of moving grain under different 


grain handling and transportation assumptions (Term 3.6). 


Term of Reference 3.6 is interpreted to refer to those 
recommendations of the Grain Handling and Transportation 


Commission that could impact directly on the costs 
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and revenue shortfall incurred by the railways in the trans- 


portation of grain moving under the statutory rates. 


The two most significant such recommendations are: 
(1) the removal from the owning railway of 2,473 miles of 
line and (2) the assignment of an’ additional 2,344 miles 
of line to the Prairie Rail Authority. The impact of 
these recommendations on railway costs is set forth in 
Chapters II and III and their impact on the revenue short- 
fall asset forth. in Chapter IV.’ The impact of ‘those  re-— 
commendations of the Grain Handling and Transportation 
Commission relative to interchange, railway equipment, 
other railway network changes, and railway rates are 
presented in Chapter V. The cost profiles for typical 
categories of Prairie railway lines are presented in 


Chapter VI (pages 2-4). 


The analyses conducted for this report rely on a 1974 
data base. While the many changes that have occurred in 
the grain handling and transportation system since 1974 
place some limitations on the analyses, the results iden- 
tify the components of railway costs and revenues that 
would change as a result of the Grain Handling and Trans- 


portation Commission recommendations and delineate an order 


a ; 
The rationalization proposal (abandonments plus transfers). 


kk 
The PRA proposal. 
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of magnitude of the dollars involved and the relative sig- 


nificance of such changes (pages 4-9). 


Rationalization--Cost Impact 


A review of the characteristics of the 1974 output 
units. expended by the railways in grain transportation 
and the salient features of the proposed abandonment of 
2,165 miles of Prairie railway line, reveals that such 
abandonment could not have a significant impact on the 


output undts (pages J1—2Z5) 


The changes in the volume of grain originated at those 
primary elevator locations that would remain in the system 
after rationalization would result in a slight reduction 
in the number of carloads required to transport the 1974 
statutory grain tonnage and a slight increase in traffic 


Carried’ by CP Rail (pages, 26-32)" 


The selection o£ ‘thesparticular car types. (2.e., box 
cars, railway-owned covered hopper cars and Canadian Wheat 
Board covered hopper cars) to transport grain in 1974 was 
not constrained to any significant extent by the carrying 


i 


“output units are the physical work units expended in the 
performance of railway transportation service. Some ex- 
amples of output units are train miles, diesel unit-miles, 
train-hours, loaded and empty car-miles, and gross ton- 


miles. 
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Capacity Ofsthessines inithe Prairie rail network. Rather, 
it was dictated by: (1) the number of government-owned 
hopper cars available, (2) the existence of a fleet of 
Smaller capacity box cars that are not particularly welt; 
Silitede toy or economically feasible for, the carriage oF 
other commodities, and (3) the existence of the revenue 
shortfall experienced by the railways in the carriageso£ 
grain which has resulted in their disinvesting in the 


grainvcaretleet. 


While rationalization per se will not change the miy 
of freight cars utilized in 1974, it will decrease the 
amount of 177,000 pound capacity rail line in the system 
and the number of carloads originating on those lines. 
This, along with the Federal Government's purchase of 6,000 
additional 90-ton and 100-ton capacity hopper cars and the 
railways’ continuing withdrawal of the smaller capacity box 
Cars: fromeservice, will permit then increased®tsesore thesmore 


efficient, larger cars in the future (pages 33-42). 


The proposed abandonment will cause little change in 
the 1974 raid) routes: used toptransport grain froma@the pri- 
mary elevators to the statututory rate destinations (pages 


44 and 45). 


Implementation of the rationalization proposals of the 
Grain Handling and Transportation Commission would cause a 


decrease of three percent of less in the car-related and 
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train-related output Gnies* expended by the railways in the 
1974 transportation of statutory grain. Abandonment of about 
twice as many miles as that recommended by the Grain Handling 
and Transportation Commission would be necessary to effect 
Substantial reductions in the output units expended by the 


railways (pages 45-59). 


The miles of grain dependent lines operated by CP Rail 
and Canadian National in 1974 would be reduced by 23 percent 
and 32 percent respectively through implementation of the 
rationalization proposal. However, the number of carloads 
Originated on grain dependent lines would decrease by only 
2 percent for CP Rail and 11 percent for Canadian National 


(pages 61-68). 


Full implementation of the rationalization proposal 
would cause an estimated reduction of $15.3 million in the 
1974 variable costs incurred by CP Rail and Canadian Na- 
tional in the transportation or statutory Grain. Of this 


amount, Sl.3 million wouldiresmui to tromecosr reductions in 


A ETL I A 


“The car-related output units are car-days, car-miles, 
gross ton-miles, net ton-miles, and yard and train 
switching minutes. The train-related output units are 
train-miles, diesel unit-miles, and crew wages. 


above rail operations and maintenance of running track and 
roadway property for other than the grain dependent lines 
and $14.0 million would result from reductions in the line- 
related ($13.8 million) and volume-related ($0.2 million) 
costs associated with the grain dependent lines (pages 59- 


60 and 68-74). 


The above cited cost reductions give no consideration 
to the operating and capital expenditures that will be re- 
quired to rehabilitate and upgrade the Prairie rail branch 
lines to an acceptable operating standard. This Commission 
is not able to provide any more definitive estimates of the 
total expenditures required to upgrade and rehabilitate the 
branch line network that existed in 1974 or the reduction 
in such expenditures that would result from rationalization 
that was the Grain Handling and Transportation Commission. 
However, in my opinion, there can be no doubt that it would 


be considerable (page 75-76). 


Freight Rad wAUthoriity=-Cost Impacts 


The 2,344 miles of Prairie rail line to be assigned 
to the proposed Prairie Railway Authority (PRA) are pre- 
dominately grain dependent lines and constitute 15 percent 
of the total CP Rail and Canadian National rail mileage in 


the Prairie Provinces after abandonment. Approximately 18 
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percent of the 1974 grain carloads were originated at ele- 
vators that would be located on PRA lines. These lines do 
not form a contiguous rail network and present little op- 


portunity for cost reducing, operational changes (pages 


1a s82)a 


Unlike abandonment, the formation of PRA per se*will 
not cause any reductions in the costs incurred by the rail- 
ways. Rather, it will merely shift the responsibility for 
coverage of those costs to PRA. My interpretation of the 
proposed contracts between the railways and PRA for pro- 
vision of rail services on the PRA lines, indicates that 
PRA would cover $8.3 million or 47 percent of the total 
1974 variable costs the railways would have incurred in 
the transportation of statutory grain on the PRA lines 


(pages 82-94). 


Rationalization and PRA-- 
Revenue and Revenue Shortfall Impacts 
Implementation of the Grain Handling and Transporta- 
tion Commission's rationalization and Prairie Rail Authority 
proposals would cause a reduction of approximately $0.3 
million in the 1974 freight rate and miscellaneous revenue 
received by the railways and a reduction of about $10.1 


million in payments under the present branch line subsidy 


program (pages 93-100). 
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This Commission previously found that CP Rail and Cana- 
dian National incurred a combined gross revenue syorteail 
of $139.1!’million® from the transportation of statutory 
grain in 1974. Full implementation of the Grain Handling 
and Transportation Commission's rationalization proposal 
would reduce this shortfall by $15.3 mrllion or I) perceuc: 
Implementation of the PRA proposal would cause a further 
heduction@on Soel million in» this shortfall by shitting 


the coverage of certain costs to PRA (pages 99-105). 


Giving consideration to the inflation in wage and 
price levels that has incurred since 1974, it is estimated 
that the railways will incur a gross revenue shortfall of 
approximately $180.0 million in 1977. Implementation of 
the rationalization proposal would reduce this shortfall 
by approximately $18.0 to $20.0 million and implementation 
of both the rationalization and Prairie Rail Authority pro- 
posals jwoulld treducesatiiby anotherssS90sto SLI. 0 °middaon 
through the transfer of the responsibility for coverage of 


certain cost items to PRA (pages 105-107). 


* 
Gross revenue shortfall is defined as the excess of costs 


Over revenues before receipt of branch line Subsidy pay- 
ments. 
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Other GHTC Recommendations 


Railway cars in grain transportation service spend 
about 13 percent of their time in the actual over-the-road 
movement and the balance at origin elevators, destination 
terminals, and various railway yards enroute. Hence, de- 
creases in route-of-movement miles will not have a signif- 
icant impact on car-days or the number of cars required to 
move a given tonnage of grain. Reductions in car-miles 
will have a more pronounced effect on future railway costs 


than will reductions in car-days (pages 109-113). 


Traditionally, open interchanges have not been used in 
North America to improve the overall efficiency of a multi- 
railway network. There is no question that the selective 
interchange of cars could reduce the total car-miles re- 
quired to transport a fixed number of carloads from the pri- 
mary elevators to the export terminals. The cost savings 
associated with the reduction in car-miles would be offset, 
to some extent, by increased switching and car-day costs at 
the interchange points. Dependent upon the conditions 
surrounding the switching activity, interchange could pro- 
duce a savings of about $8.40 per car for every 100 mile 
reduction in the average loaded haul per car. In evaluat- 
ing the benefits of open interchange, consideration must 


also be given to the probability of the incurrence of 
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problems of coordination and communication not found in 
Single line service. Despite the apparent economic and 
operational success of the Edmonton/Calgary interchange, 
I conclude that the general establishment of open inter- 
change points does not present an opportunity for Sub- 


stantial reductions: in fatlway costs (pages 113-120)e 


The recommended open interchange for shipments to 
the Port of Churchill would have an insignificant impact 
on the costs and efficiency of the rail transportation 
service. The annual cost savings that could result-- 
estimated at $156 thousand--could probably be achieved 
through a concerted effort to originate Churchill grain 
on the Canadian National lines which are proximate to 
Churcchiliv= The principal justification form the esta 
blishment of an open interchange to Churchill must lie 
Withethesinereased flexibility that it would provide to 


the Canadian Wheat Board (pages 121-126). 


The recommended open interchange for Prince Rupert 
could be accomplished with some modification to the exist- 
ing Edmonton/Calgary interchange agreement. So long as 
the Edmonton/Calgary interchange is operative, the rout- 
IngeOrmcarsiOriginating on-CP?Rail (lines to Pramce ae 
rather than Vancouver, would cause an increase in railway 


costs. The GHTC recommendations for enlargement, 


modernization, and complete integration of Prince Rupert 
in the export terminal network could reduce or eliminate 


the extant cost disadvantages (page 126-130). 


The recommendation for interchangeability and elimina- 
tion of the exclusive assignment of government hopper cars, 
effectively suggests a pool car arrangement under the con- 
trol of the Canadian Wheat Board. Such arrangement could 
reduce the costs incurred by the railways and/or the Feder- 
al Government if: (1) the Federal Government becomes the 
sole or principal supplier of cars for the grain trade, (2) 
there is widespread interchange of these cars among the 
railways, and/or (3) there is a substantial imbalance in 
thestiming orslocationsofigrain car@loadingsse,Until such 
time as these conditions exist, the pooling of the govern- 
ment hopper cars would not produce any substantial reduc- 


tion ine thevcoststofgradlwayetransportations (pagessl3i=133)). 


The miles of light carrying capacity lines in the 
Prairie rail network and the number of carloads originat- 
ing on such lines should decline substantially by 1985 due 
to rationalization and upgrading. The ‘objective of acqui- 
sition of cars for use or assignment to the grain trade 
should be to replace the aging and obsolete box car fleet 
with 90-ton and 100-ton hopper cars. This objective should 


be pursued until such time as there are sufficient cars of 
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this capacity to serve all primary elevator locations on 


lines capable of handling such cars (pages LBS 


The installation of roof hatches on box cars appears 
to provide a greater potential for net cost reductions than 


does the installation of end unload gates (pages 137-138). 


If the recommended research and studies of electrifi- 
cation of certain rail lines proves them to be economic- 
ally feasible, there could be some reduction in the costs 
of transporting grain. The abandonment of certain parallel 
lines and the use of trackage rights would not change the 


costs attributed to grain by this Commission (page 139). 


The construction’of the Clint@n Ashcroft link could 
impact upon the costs incurred by the railways dependent 
upon the use made of the route and the extent to which 
Squamish became a viable port of export for grain (pages 


140-141). 


The elimination of stop-off charges and the incorpora- 
tion of the costs associated with the stop-off into the 
cost of transporting statutory grain would increase the 


revenue shortfall incurred by the railways in 1974 (pages 


144-145). 


-xXxli- 


The Grain Handling and Transportation Commission's 
recommendation on the statutory rate can be interpreted to 
mean retention of only: ithe istatutory nature,of the wate or 
retention of both the statutory nature and the present 
level of the rate. Retention of the present rate level 
will result in the railways incurring an ever increasing 
gross revenue shortfall due to inflation. The recommenda- 
tion that the statutory rate level be extended to other 
commodities would result in an increase in the gross reve- 
nue Shortfall of approximately $1.31 per $1.00 of revenue 


received (pages 145-149). 


These recommendations and the recommendation that the 
Federal Government pay a subsidy reflecting the difference 
between the costs of providing the service and the revenues 
received from the statutory rates will result in ever in- 
creasing Federal Government subsidy payments for the trans- 
portation of statutory grain. Under these recommendations, 
the Federal Government's financial participation in grain 
transportation would have approximated 60 percent of the 
costs incurred by the railways in 1974. Further, the 
Federal Government will become the only participant in the 
railway component of the grain handling and transportation 
system that will have a direct financial interest in, or 
derive financial benefits from, increased efficiency in 


railway operations (pages 149-151). 
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The Grain Handling and Transportation Commission and 
this Commission have demonstrated that the gross revenue 
shortfall incurred by the railways is caused by both 
"branchness" and "“grainess". While, in Western Canada, 
these two problems have become inextricably bound together, 
they are, in fact, different and should be dealt with 


separately (pages 151-154). 


Resolution of all outstanding issues between the rail- 
ways and the Canadian Transport Commission, relative to the 
branch line subsidy claims in favor of the railways, could 
result in an estimated increase of approximately $20.0 mil- 
lion in 1974 branch line subsidy payments to the railways 


(pages 154-155). 


The existing rate structure applicable to export grain 
is virtually devoid of monetary incentives for efficient 
use and monetary penalties for inefficient use of the 
railway transportation resource. While I am unqualified 
to evaluate most of the ramifications of the Grain Handling 
and Transportation Commission's rate proposals, I believe 
their implementation will result in a continuance of the 
insignificant influence of financial considerations on the 
efficient use and operation of the railway system for the 


carriage of statutory grain (pages 155='fS7y. 
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The Prairie railway line profiles identify the line- 
related costs as the most significant variable cost compo- 
nent and the compenent most sensitive to changes in density. 
The volume-related costs are not nearly as significant or 
as sensitive to density changes. These conclusions lead to 
a more generalized conclusion that the historical costs of 
providing service on individual lines or line categories 
should not be afforded substantial weight in the rationali- 


zation process (pages 159-183). 
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CHAPTER I 


INTRODUCTION 


The inquiry of the Commission on the Costs of Trans- 
porting Grain by Rane resulted in a finding that the rail- 
ways (CPR, CNR, and NAR) incurred a gross revenue shortfall 
(1.e. ,,before receipt,of subsidysoayments) eof s14iacemda lion 


i 
cy nen AS og Pe 


Subsequent to the submission of this Commission's 
Report Volume I, the Grain Handling and Transportation 
Gonnee on il submitted a three-volume report which, 
among other things, set forth a series of recommendations 
for changes to the grain handling and transportation system. 
This Commission's Term of Reference 3.6 provides that it 


shall: 


. sassess the impact UupoOnsrailwayccosts sot 
moving grain under a series of different grain 
handling and transportation assumptions. 


Se Sa EE SOD SD? eS A Se ee 
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‘the Commission on the Costs of Transporting Grain by 
Rail is referred to hereinafter as "this Commission" 


or -CCIGK. 


** commission Ons thes Coctsy of Transporting Grains bypRalrl, 
Report Volume I, Pp. 214 and Appendix P. 


**" The Grain Handling and Transportation Commission is 


referred to hereinafter as GHTC. 


This mandate is interpreted to require this Commission 
to analyze and evaluate the various recommendations of the 
GHTC that could or would impact upon the costs incurred and 
revenues received by the railways from the transportation of 


Statutory Grain. 
REPORT OUTLINE 


The two most significant recommendations of the GHTC 
ine tcenms) Of potential’ impact on the ‘costs incurred? by* the 


railways are: 


e the removal from the owning railway of some 
2,473 miles of line through abandonment or 


* 
transfer; and 


@e the assignment of some 2,344 miles of line re- 
Maining in the railway system to a new Federal 
Government agency to be called the Prairie Rail 


: xk 
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Chapters Il and III of this report set forth the chang- 


es in railway costs that would result from implementation 


x 
This recommendation is referred to hereinafter as the 
rationalization proposal. 


* 
This recommendation is referred to hereinafter as the 
PRA proposal. 


of these two proposals. Chapter IV explores the impact 
that such implementation would have on the railway's re- 


venue shortfall from statutory grain transportation. 


The GHTC also presented several other recommendations 
which, if implemented, could cause changes to railway costs 
and revenues. These recommendations which cover railway 
Operations, railway equipment, and railway rates are eval- 


uated in Chapter V. 
Term of Reference 3.5 directs this Commission: 


To develop a series of typical cost profiles for 
different categories of Prairie railway line used 
for transporting grain. These profiles to be 
sufficiently detailed, such that, interested par- 
ties will be able to derive the order of magni- 
tude of grain transportation costs “for ‘typical 
categories of line. 


These cost profiles are presented in Chapter VI. 
CONDUCT VOPR THE = INOUDRY 


This Commission's Costing Inquiry was conducted in an 
open forum wherein all parties of interest had an opportu- 
nity to be heard and to submit statements for the Commis- 


* A ; 
sion's consideration. In my judgment, the subjects of 


ee 


itencel We lem elegy, jy oh: 


this phase of the inquiry did not. lend themselves readily 
to the "open forum" procedure and the timely submission of 
this meport excluded the possibility of full publics pam — 
cipation. The analyses described herein were undertaken by 
me personally and the conclusions drawn therefrom reflect 
my evaluation of the subject matter. In essence, this re- 
port is a reflection of one person's opinion, judgment, 


and research and must be viewed in that light. 
RESEARCH OBJECTIVE AND LIMITATIONS 


The objective of the analyses described infra was to 
determine the relative impact that implementation of the 
GHTC recommendations would have on the railways' identified 


revenue shortfall. 


As a result of its earlier efforts, this Commission 
has a detailed data base of operating characteristics which 
reflects the output and work units incurred by the rail- 
ways in Statutory grain transportation during year 1974. 
However, like most recurring transportation service, the 
Garivade, OL statutory grain by rail is conducted in a 
dynamic environment. Changes occur in the Operating pat- 
terns of the railways from month to month and year to 
year because of such diverse factors as the demand for 
export grain, weather conditions, decisions of the Cana- 


dian Wheat Board, decisions of the Canadian Transport 


Commission, and operating and service decisions of the 


railways. 


Since 1974, the grain handling and distribution system, 
and the rail component thereof, probably has experienced more 
changes jthan it did vinethe el0e ote Uliviearcmepmlomeco.19 7.4, 


Examples of some of the more significant changes are: 


e the transportation of grain to Victoria under 


the statutory rates has been discontinued; 


e the Calgary/Edmonton interchange has been im- 


plemented; 


e all Category C lines have been abandoned and 
other lines or portions thereof have ceased 
operation because of physical disabilities 


and/or elevator closures; 


e a significant number of elevators that origi- 


nated statutory grain in 1974 have been closed; 


e the Federal Government car fleet has increased 
from the 2,000 covered hopper cars that were in 
service -in 1974 to the 8,000) such) cars thativare 


in service today; 


e Canadian National has retired a substantial 
number of their small capacity box cars which 


were used in 1974; and 


e while the freight rate per hundredweight on 
statutory grain has not changed since 1974, the 
costs of providing the transportation service 


have undoubtedly increased due to inflation. 


While these changes are most likely laudable from the 
standpoint of progress and efficiency, they are unfortunate 
from the standpoint of impact analysis. Ideally, this phase 
Of the inguiry would be constructed on a traffic? anadyapercar— 
ing characteristics data base which reflects extant trans- 
portation conditions. As such a data base is costly and re- 
quires considerable time to prepare, I concluded that its 
development was not feasible if this report was to be timely. 
The quantification of all the changes that have occurred 
Since 1974 and the adjustment of the 1974 data base to re- 
flect those changes is an undertaking of such proportion 


that it could not be completed with the resources available 


CO Enter commission. 


Indeed, the number of potential changes that the GHTC 
proposals alone could effect on the rail Cransporteatwon ses. 
wrcewprovided’ to statutory grain in 1974 are almost infi- 


nite. These changes could be brought about by the Canadian 
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Wheat Board, as well as the railways themselves. For exan- 
ple, if the rationalized system had been operative in 1974, 
the Canadian Wheat Board may have changed the timing and/or 
the volume of cars ordered from particular blocks. Indeed, 
even the boundaries of some of the blocks may have been 
Changed. This, in turn, may have resulted in changes in the 
Statutory rate destinations of grain shipped from particular 


Stations and/or subdivisions. 


The railways could affect an even greater number of 
changes including, but not limited to, changes in the rela- 
tive use of the various generic car types used to carry the 
grain (1.e., box cars, railway hopper cars, government 
hopper cars); changes in routing; consolidation of two or 
more train runs because of reduced mileage; number of sta- 
tions to be served and/or carloads to be originated; and 


changes in the frequency of train service. 


To identify and quantity the impact. of all cof the po- 
tential changes requires a detailed microanalysis of the 
1974 day-to-day operations on each subdivision in the rail 
system. Such an analysis wouldsrequire detailed anputs 


from various departments of the railways, the Canadian 


* 
Wheat Board, the elevator companies, and the producers. 


Accomplishment of this level of microanalysis also was not 


feasible within the constraints faced by this Commission. 


Of necessity, the analyses conducted to meet the study 
objectives assumed a static transportation environment. 
The measurement of the impact of the GHTC proposals is pre- 
dicated upon a comparison of the rail transportation ser- 
vice actually provided statutory grain in 1974 with that 
which could have been provided if the GHTC recommendations 
had been fully implemented in 1974. As such, the measure- 
ment gives consideration to only those changes in the rail 
transportation service that stem directly from implementa- 
tion of the GHTC recommendations. That is, no considera- 
tion is given to those changes which were made (or which 
could be made) to the 1974 rail network or rail transpor- 


tation service independent of the GHTC recommendations or 


For purposes of the analysis of the impact of the ratio- 
nalization proposal, the GHTC estimated the stations to 
which the producer would move his grain if the system 
was rationalized as proposed. Obviously, the producers' 
actual response to rationalization would be governed by 
many factors and could be influenced by the response of 
the Wheat Board and the railways to the changed structure 
of the system. Similarly, the elevator companies could 
make changes to the existing car and Storage capacity of 
those elevators located on the lines remaining in the 
System. These changes, in turn, could impact on the 
Canadian Wheat Board, the railways, and the producers. 


to those changes that would result from the response of 


Others (e.g., producers, elevator and terminal companies) to 


the GHTC recommendations. 


For all of the reasons presented above, it is clear 
that the analyses described herein do not and cannot pro- 
duce an estimate of the absolute dollar change in the 
railway's revenue shortfall that would result from imple- 
mentation of the GHTC recommendations. Despite this limi- 
tation, it is my opinion that these analyses do identify 
the components of railway costs and revenues that would 
change as a result of the GHTC recommendations and delin- 
eate an order of magnitude of the dollars involved and the 


relative significance of such changes. 
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CHAPTER IL 


RATIONALIZATION--COST IMPACT 


This chapter presents the results of an analysis of 
the impact that the GHTC rationalization proposal would 
have on the 1974 costs incurred and revenues received by 


the railways for the transportation of statutory grain. 
BACKGROUND 


The Grain Handling and Transportation Commission's 
rationalization proposal involved a review and analysis of 
er ooad miles of Category B Lines, 93.4 miles of Category 
A rine | and the construction of 22.4 miles of new track= 

K*K* 


age. The recommended disposition of this mileage is shown 


on the following page. 


“Grain Handling and Transportation Commission Report 
Volume. -, Dp lUS ml abc tae 


“ibis p. 510; the Meadow Lake Subdivision of CP Raids. 
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TABLE I 


Summary of GHTC Rationalization Recommendations 


i ee en  — 


ne a te 1 


a me re re 


source: Derived from GHTC Report Volume I, Chapter 11. 


l | 
l | 
| | 
l | 
| | 
| | 
| eer | Canadian | NAR toea tan 
| Item [| Rail | National ! | | 
| | | = 

| ae Tite. ll 
| Rail Miles Evaluated | | | | | 
| Category B Miles - e244 pla poe | 85 b Gras COma| 
| Category A Miles - | Ors 0 kare! ae 93 | 
| Total Evaluated eee ey | cacy ae ! 85 ) 6,393 : 
| | 

| Rail Miles Removed from | | | | | 
| Original Owner | | | | | 
| Abandonment | Soe ae oles OF | O- (be Goan 
| Transfer to Other Railway | 2 Sama 93 | Cet 308, | 
| Total Removed ergs ls Molea OW) | 0 e247 3m 
| | | | | | 
| Rail Miles Remaining in System | | | | | 
| Retained [Nae 3 64> @| 2 ATT | O5 > 19 339/204 
| Transferred from Other | | | | | 
| Railway | 93271 215 | Or S0Ge 
| New Construction | LAr | 0 | 22 | 
| Total Remaining (PLA ely 2 25694 | 85d O50) 
| | | | | | 
| | 
| | 
| | 


Appendix A summarizes this Commission's findings as to 
the costs incurred by the railways’ in the year 1974 trans- 
portation of statutory grain. This appendix displays the 
magnitude of the dollars involved for those cost elements 


that could be impacted by the GHTC recommendations. 


* 

The costs shown for Canadian National throughout) this: ree 
POLcmares Dacednoln a capital funds rate of 11 31 percent 
which this Commission found to be appropriate for Canadian 
National in 1974 under certain implied conditions. (CCTGR 
Report, Volume; pp. 101, and 102.) 
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Ee'reveals “that sover 40 percent tot tehemtotalevar table 
costs incurred in 1974 by (CP«Rail and Canadian National 
consisted of the volume-related costs associated with 
Crain operations’ ($6670 miliion), tand@freight car opera- 
tions ($48.8 million), and the line-related costs asso- 
Clated with the*grain dependent! lines’ ($52-5 million). 
Each of these cost elements could be affected by the 


GHTC rationalization proposal. 


The line-related costs incurred on the grain depen- 
dent lines--which constitute 23 percent of the total vari- 
able costs--definitely would be reduced by implementation 
of the rationalization proposal which calls for abandon- 


ment of some of these lines. 


The output units of the two most significant volume- 
related cost elements--train operations (29 percent of the 
total variable costs)mand car @operations 4021 Spercent tomathe 
total variable” costs)=—-could be ampactedsbyythesGHIC ra= 
tionalization proposal. The output units associated with 
freight car operations costs could be affected by changes 
in the origin  locec lous, routes, and car types utilized. 
The output units associated with train operations costs 


ce 


“Routing changes also could affect the output units associ- 
ated with yard tracks and roadway property, and yard -opera- 
tions costs. 


heels 


could be affected by routing changes, the elimination of 
train operations on the lines to be abandoned, and in- 
creases in traffic volume on the lines remaining in the 


system. 
IMPACT ON VOLUME-RELATED COSTS 


Chapter IV of this Commission's Report Volume I con- 
tains a discussion of each of the many issues presented 
inecrencource, OL LES Inquiry into the costs Of transport 
ing statutory grain by rail. Our evaluation and resolu- 
tion of these issues resulted in the development of unit 
costs which we found to be reasonable estimates of the 
cost incurred per physical work unit expended by CP Rail 
and Canadian National. These unit costs were multiplied 
by the total output units incurred by each railway to 
compute the total variable costs attributable to the trans- 


portation of statutory grain in year 1974. 


The total volume-related variable costs of transport- 
ingva, commodity are: a function of both the unit costs and 


the output units ancurred in the provision of the 


There was virtually no dispute among the parties to this 
Commission's Inquiry as to the reasonableness of the 
railways' estimates of the total output units actually 
incurred In 19 74., 9) (See ‘CCTGR, Report Volume i, pop. 
19-24.) 


*x* 
The total variable costs are shown in CCTGR Report Vol- 
ume I, Appendices K, L, M, and N. 


ae ys 


transportation service. As a prelude to this analysis, I 
carefully reviewed this Commission's determination of the 
appropriate unit costs for each railway and concluded 
therefrom that they would be reliable estimates of the 
costs incurred per physical work unit expended by CP Rail 
and Canadian National for the transportation of statutory 
grain on the rationalized prairie rail network (i.e., the 
network that would remain after abandonment of the 2,165 
miles of Category B Line and the transfer of 308 miles of 
Category A and Category B Lines between Canadian National 


* 
and CP Rail as recommended by the GHTC). 


This conclusion requires that any change in the volume- 
related costs resulting from rationalization must stem from 
changes in the output units expended in the performance of 


the grain transportation service. 


The physical work or output units incurred by the 

** 
railways in the transportation of statutory grain, or 
for that matter any commodity, basically can be divided 


into those directly related to the rail cars used in the 


“Use of the term "rationalized system" has been adopted, 
at some points, to refer to the rationalized Prairie 


rail network. 


** see this Commission's Report Volume I, pp. 19-24 and 
Appendix E for discussion and identification of the 
output units actually incurred in the transportation of 
direct shipment statutory grain in the year 1974. 


She 


transportation service and those directly related to the 
trains which haul the loaded and empty cars. The car- 
related output units for a particular movement can be 
ascertained directly and include such work elements as 
carloads carried, carloads billed, car-miles, car-days, 
yard and train switching minutes per car, gross ton- 
miles, net ton-miles, and carloads requiring grain doors. 
Thettotal train-related output, units for each train, that 
would handle carloads of a particular traffic also can 
be ascertained directly. However, they must be divided 
among, Or prorated to, each of the cars carried on the 
train to develop the train output units attributable to 
such Reareice. The train-related output units include 
such work elements as train-miles, train-hours, crew 
wages, gallons of fuel consumed, and diesel unit-miles. 
These two groups of output units, as developed by this 
Commission for its cost estimations presented in Volume 


I are summarized in Appendix B. 


The basic approach to the assessment of the impact of 
rationalization was to adjust the year 1974 output data 
base to reflect the changes in work units that would logi- 


cally flow from implementation of the rationalization 


* 

See this Commission's Report Volume I, pp. 57-59 for 

a discussion of the validity of the methods used by the 
railways to associate train output units with particular 
cars or traffic categories. 
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Proposal. The resultant increases and/or decreases in work 
units were then multiplied by the appropriate 1974 volume- 
related unit costs to develop the volume-related variable 


cost increases or decreases. 


1974 Grain Transportation Output Unit Characteristics 


The: extent to which rationalization of the prairie 
branch line network would impact on the work units or out- 
put units expended by the railways in grain transportation 
is dictated, to a considerable degree, by the structure of 
the grain transportation network. As the transportation 
service generally consists of a series of converging move- 
ments of individual grain carloads, the system can be sim- 
ply described by classifying the rail lines and the assem- 


*k 
bly/distribution yards as follows: 


e Primary Yard: An assembly/distribution yard 
located on the) principal through eroute toa 
statutory rate destination. Examples of pri- 


mary yards are: Calgary, Moose Jaw, Winnipeg. 


‘the term assembly/distribution refers to the assembly of 
loaded cars from one or more stations and/or one or more 
subdivisions into groups or lots for futherance toward 
the destination. And, the separation of inbound groups 
of empty cars, from points closer to the destination, 
into smaller numbers for distribution back to the «pri— 


mary elevators for reloading. 


= 7 — 


@ Secondary Yard: An assembly/distribution yard 
which is not.located.on the;principal through 
route and which forwards cars to primary assem- 


bly/distribution yards. 


e Primary Line: A gathering line that connects 
directly to a primary assembly/distribution 


yard. 


e Secondary Line: A gathering line that connects 


to a secondary assembly/distribution yard. 


The secondary lines generally are at the periphery of 
the system. The grain carloads originated thereon are 
first transported over one, Or more, secondary lines to a 
secondary yard where they are consolidated with carloads 
originated on other secondary lines and with carloads orig- 


inated within the switching limits of the secondary yard. 


The carloads assembled at the secondary yard are 
then forwarded to a primary yard where they are consoli- 
dated with carloads originated on the primary lines and 
with carloads originated within the switching limits of 
the primary wvard. The third and final movement is from 


the primary yards to the statutory rate destinations. 


=] 8- 


A review of the GHTC overall maps of the prairie rail 
network before and after rationalization and the individual 
; * 
regional maps reveal several significant features of the 


rationalization proposal. They are: 


@ The lines to be abandoned generally are lines 
which have parallel counterparts that are to 


be retained. 


@e The lines to be abandoned have no distinct pat- 
tern in terms of distance from primary assembly/ 
distribution yards. That is, there appear to 
be just about as many miles of line to be aban- 
doned on the periphery of the system as there 
are miles of line to be abandoned close to the 


primary yards. 


@ The lines between the secondary and primary 
assembly/distribution yards aremvircuallyoun— 


touched by the rationalization proposal. 


e The traffic originating on the lines to be aban- 
doned generally has to move over only a single 
subdivision before it reaches a primary or sec- 


ondary assembly/distribution yard. 


“Op. cit., Chapter 11 and Maps #1 and De. 
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InjelQ74 thesrallways originated’ 326,535 directmcimas 
ment statutory grain carloads of which 38 percent crigi— 
nated by CP Rail, 35 percent originated by CN, and 100 
percent originated by NAR were at elevators located on 
subdivisions that would experience no changes because of 
rationalization wey lhatuis;.implementat ion wot theseaclonar 
ization proposal could not cause a change in the output 
Unltsmincurred. tor nearly 40) percent ofsthe digecu snip. 


ment traffic. These percentages are summarized in Table 2. 


TABLE 2 


1974 Direct Shipment Carloads Originating on Subdivisions 
That Would Not be Affected by Rationalization 


Wt Soe eee ke Le rectes: sara Ae Oho 1a 
| | Total Direct Shipment 


| Total 1974 Direct | Carloads Originated Percent of Traffic 


Railway | Shipment Carloads | on Subdivisions Not Not Affected By 


| 

| 

| 

| 

| 

| 

| 

| | 
| | 
| | 
| | Or iginated | Affected by | Rationalization 
| | | Rationalization | 
| | | | 
| 

| 

| 

| 

| 

| 

| 

| 

| 

| 
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CP Rail | 156,192 | 59253 | S129% 
Canadian National | 159,905 | 55,061, | 34.8 
NAR | 10,438 | 10,438 | 100.0 
TOTAL: | 526,535 | eZ ip Sie | 38.43 

| | 


Source: Derived from page 1 of Apendices C and D hereto and the rationalization 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
proposal. | 
| 
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Dinect shipment sctatutory (Grain, is\defined as, grain) trance 

ported under the statutory rates which moves directly from 

the origin elevator to the statutory rate destination with= 
COUPE SCODD Unga teanlich terror MiMiing Se OLagc mon cleaning. 

The direct shipment grain accounted for 97 percent of the 


total grain that was transported under the statutory rates 
imo 4. 


* 
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These features of the rationalized system lead to the 
€@ priori conclusion that the principal effect of the pro- 
posed rationalization would be on the output units incurred 
during the initial movement, i.e., the movement from the 
Origin elevator to the first assembly/distribution yard. 

As a result, the impact of the rationalization on the out- 
put units expended by the railways will be largely confined 
to "trade-offs" between the initial haul on the lines to be 
abandoned and the initial haul on the retained lines which 


. . . * 
would experience traffic increases. 


An indication of the potential for changes to the out- 
put units is found in a comparison of the 1974 output units 
associated with the initial movement and those related to 
the total movement, and a comparison of the 1974 output 
units incurred on the lines to be abandoned and those in- 
curred on the retained lines which would experience traf- 


fic increases. 


As displayed in Table 3, the loaded car-miles for the 
initial movement comprise less than 10 percent of the 
loaded car-miles for the total movement on both the subdi- 
visions to be abandoned and the subdivisions that will ex- 
perience increased traffic. The train-related output units 
ae ee Se 


“These lines are identified at pp. 2 and 3 of Appendices C 
and D. 
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(train-miles and diesel unit-miles) per car incurred on the 


imate’ movementiaresmore! Significant melativesto whemtotal 


TABLE 3 
Comparison of Selected Loaded Movement Output Units Per Car 
Initial Haul vs. Total Haul 


| Output Units Per Car 
| 


| | | 

Item | Loaded | Diesel | Train- 
| cCar- | Unit- | Miles 
{Miles ) waMpless fi 


Sub-Divisions with Traffic Increases 


| | | 

| | | 

| | | 

| | | 
Initial Haul het (Odes |] 329; 8 v3 
Total Haul isSO2¢5.- ‘| Slayer eres 
Initial Haul as a Percent of the Total Haul | B.O0Sel. Pi2ess Ai eal ass 

| | 

| | | 

| | | 
Initial Haul 13:65. Gi 5 AtGrs tues .6 
Total Haul | $49.4 “| 33.2 fae 
Initial Haul as a Percent of the Total Haul | Ted Bole a £4 6S ADE GS 

| | | 

Canadian National | | | 

| | | 
Sub-Divisions with Traffic Increases | | | 

| | | 
Initial Haul resi Sel ASO. of) 2220 
Total Haul | O61, Si-O Sonal nt 20 
Initial Haul as a Percent of the Total Haul | B46 LO FOS) Takase 

| | | 
Sub-Divisions to be Abandoned or Transferred | | | 

| | | 
Initial Haul I 25560): | A eee) 
Total Haul 1893.2 |e 28-1) | 1268 
Initial Haul as a Percent of the Total Haul | 6.26.) 5.3% ‘Weroroe 

| | 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| Sub-Divisions to be Abandoned or Transferred 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| Source: CCTIGR 1974 data base. 
| 
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movement than are the car-miles. This, of course, is 
caused by the relatively small number of cars per train 


On the gather ingeitnaine. 


Additional characteristics of the system, as it was 
Operated in 1974, are revealed by Appendix E which compares 
the characteristics of the average car-related and train- 
related output units incurred by CP Rail and Canadian Na- 
tional in the transportation of direct shipment statutory 


grain. 


The more significant features of the 1974 direct ship- 
ment statutory grain operations of the two railways revealed 


by Appendix E are as follows: 


e Canadian National utilized box cars to a great- 
erv extent» in) 1974) thane didsi¢ Py Ratidnn(9 23 percent 


versus 86 percent). 


e Both railways required an average of approxi- 
mately 23 car-days to accomplish the delivery 
of a carload of grain and the return of the 
empty car for reloading, i.e., On average, one 
car could deliver a maximum of 15 to 16 car- 


loads of statutory grain per year. 
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e The average loaded and total length of hauls 
on Canadian National were about five percent 


greater than they were on CP Rail. 


e Canadian National achieved slightly better 
Utilization, of its cars in terms of miles 
traveltledipers days than did» CerRaile (7225 


miles versus 68.2 miles). 


e Canadian National had a lower average load per 
car than did CP Rail (57.8 tons versus 65.2 
tons). Assuming that most cars are loaded 
to capacity, this indicates that Canadian 
National used the smaller capacity cars to a 


Significantly greater extent than did CP Rail. 


e If Canadian National could have achieved the 
Same average load as CP Rail, the number of 
carloads required to move the 9,603,906 tons 
carried by CN would have been reduced by ap- 


proximately 11 percent (147,299 versus 166,104). 


e The weighted average tare weight (i.e., the 
weight of the car itself) of the cars employed 
by both railways are equal. Thus, the car 
mix Of CP Rail is more efficient than that of 


Canadian National in terms of payload weight 


a 9 


to Car weight a(65 72 stones) toe22. 9 btonewvers us 


Dis8 CONS to 22.9 etona. 


@ Canadian National required about 12 percent more 
Switching minutes to transport an average carload 


Of grain’ thanedlaaGreka lim 


@e Canadian National expended slightly more diesel 
unit-miles per thousand gross ton-miles than 


did CP Rail (0257 Versucw0e oe 


When all of the charcteristics of the grain transpor- 
tation system are considered, it becomes clear that implemen- 
tation of the GHTC rationalization proposal could not have 
a significant impact on the total output units expended in 


the transporitation cof stdtucouy ag maine As 


1974 Output Units—--Rationalizedssystem 


The determination of the impact that the GHTC rational- 
ization proposal would shave won them? ta soutput Units wincurred 
by the railways in the transportation of statutory grain gave 
consideration to the following four major changes that could 


logically flow from implementation of that proposal: 


e changes in origin locations and volumes; 
e changes in car types De wulvasyoly, 


e changes in routing; and 
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@uchangesuinstratmedctivity onsthe hines )vo be 
retained. 


Origin Locations and Volumes 


As the rationalization of the Prairie rail network, 
per se, would not cause a change in the 1974 destination 
pattern of statutory grain, it was assumed that there would 
be no change in the number of tons terminated at each of 
the six destination points. Given this assumption, the 
first step in the analysis was to determine the impact of 
the rationalization proposal on the number of carloads and 
tons of direct shipment statutory grain originated (or 
received in interchange from the NAR) by each railway in 
[974s o athe “GHIC furnished a list sof fall “stations that would 
be abandoned under the rationalization proposal and a state- 
ment showing the percent of the total grain originating at 
those stations that would be transferred to another station 


remaining in the rationalized system. The distribution per- 


centages were applied to the 1974 station-by-station car-load 


ee ee ee 


* 

pee CCTGR Report Volume =I, Appéndixi°D ‘for ‘themnumber 1of 
carloads and tons of direct shipment and MIT statutory 
grain terminated at each destination. 


In 1974, the NAR originated 10,438 carloads of direct 

shipment statutory grain which were interchanged to CP 
Rail (4,239 carloads) and to Canadian National (6,199 

carloads) for furtherance to the final destination. 


* 
and tonnage data for the stations to be abandoned to de- 
velop the additional carloads and tons that would have 
Originated at each of the stations remaining in the 


rationalized system. 


The process of reassigning the grain carloads from 
Stations to be abandoned under the rationalization proposal 
to stations remaining in the system involved three distinct 


types of transfers: 


@ transfers from a Station vonveither sce or, CNato 


a station on the same railway; 


e transfers from a station on CP to a station ‘on 


CN and vice versa; and 


@e transfers of subdivisions or parts thereof from 


CP to CN and vice versa. 


For the cars. and tons, involvedwin the, first type: of 
transfer, it was assumed that there would be no change in 
the car types utilized or the average load per car. How- 


ever, the difference in the average load per car between 


ee 


“These data were furnished to this Commission by CP Rail 
and Canadian National as part of the data base for the 
1974 cost studies and are summarized on a subdivision 
basis in Exhibits SC-1 through SC-6 of the record of the 
public hearings of this Commission. The 1974 subdivision 
data is shown also in Appendices C and D hereto. 
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the two railways required further consideration in devel- 
oping the impact of the second and third types of trans- 
Cerceeaein total, Ce Rall would transeter 5237400 [Cone sc0 
Canadian National and Canadian National would transfer 
596,632 tons to CP Rail--a net transfer to CP Rail of 

13,226 COMss. AS shown On wlable 4 (following, page) acne tons 
transferred from CP Rail to Canadian National accounted for 
8,554 CP Rail -carloads in 1974 at. an average load oF GleZ 
tons per car. And, the tons transferred from Canadian 
National to CP Rail accounted for 10,647 Canadian National 


carloads in’ 1974~at an average load of 56.0°t0ns per can, 


After careful consideration of the factors influencing 
the selection of the car type used to transport statutory 
grain (these factors are discussed in the next section of 
this chapter), it was judged that Canadian National could 
absorb the tonnage transferred from CP Rail at the CP Rail 
average loading of 61.2 tons per car. It also was’ judged 
that, on average, the total tonnage transferred from CN 
coulda bescarried in CP" Rail box cars’ at. CP Rail™s 1974 


* 
average load per box car” of 61'.7- tons. Thus the 5967602 


This 1s the system average load for grain in CP Rail box 
cars and should not be confused with the average loading 
of cars transferred from CP Rail (61.2) which reflects a 
greater incidence of smaller loadings, or with the aver- 
age loading of all types of CP Rail cars carrying statu- 
BOG = ise 1 O55) -DOX and Nopper care: 


2 R= 


a a ee 


TABLE 4 


Comparison of Average Load Per Car for 
Tons Transferred Between CP Rail and Canadian National 


oO 


| 1974 | Average 
| | Load 

Item wow: 2 a ies Mare) aa Per Car 
| Tons Carloads | 


| 
| | | 
eae | 


Tons Transferred From CP To CN 


| | | 
| | | 
From Stations on CP to Stations on CN | 204,951) 873/659! 60.7 
On Subdivisions Transferred from CP to CN | 318,455 | Sy lhipey 61.5 
| | | 
TOTAL | 5237406741 8,554 || 61.2 
| | | 
Tons Transferred from CN to CP | | | 
| | | 
From Stations on CN to Stations on CP | 269,911 | 4,845 | Sores 
On Subdivisions transferred from CN to CP | 326,721 | Sycll ys | 5653 
| | | 
TOTAL | 596,632 | 10,647 | 56.0 
| | | 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| Source: CCIGR 1974 data base. 
| 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


tons transferred from Canadian National would be carried 
in 9,670 carloads on CP Ra11™(596,632e-2 Ol mracier 
than the 10,647 carloads required to handle this same 
tonnage on Canadian National in 1974. In essence, it is 
my judgment that the rationalization proposal would re- 
duce the carloadings required to handle the 1974 direct 


shipment. Sstatutogy Grain trattic by 977 -car loaders 
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Because Canadian National served four statutory rate 
destinations exclusively in Noma it was necessary to 
adjust the distribution of the grain originated on some’ of 
the lines in order to maintain the same number of tons at 
each statutory rate destination point. For example, all of 
the grain on a Canadian National line that actually moved 
to Churchill, Armstrong, and/or Thunder Bay in 1974 was 
assumed to move to Thunder Bay if the line was transferred 
to CP Rail. To offset this reduction in carloads and tons 


ConArmestnongana -Churen1 b? SW btarbitrarily: 


@ increased the carloads and tons to Armstrong and 
Churchill and decreased the number of carloads 
and tons to Thunder Bay on the Canadian National 


line(s) closest to the transferred line, or 


@ assumed some of the tons and carloads destined 
to Thunder Bay that originated on a CP Rail line 
transferred to Canadian National would move to 
Armstrong or Churchill under the rationaliza- 


tion proposal. 


A similar process was used for shipments destined to Prince 


Rupert, Victoria, and Vancouver. This treatment resulted in 


* : r a 
The four exclusive destinations were Churchill, Armstrong, 
Prince Rupert, and Victoria. 


= (es 


the total shift in carloads and tons between Canadian Na- 


tional and CP Rail being confined to Thunder Bay and Van- 


couver destinations. 


The™results of the" reassiqnmenteor trattice ares de— 
tailed by origin subdivision in Appendices C and D and are 
summarized in’ Table’ 5. “As"al result of rationalizationy CP 
Rails traffic, would_increasel byl lessathanwone™ percent over 
the’ r07460,373 total ‘tons*handled in-?974" and their Share of 
the total tonnage carried by both railways would increase 
by 0.4 of one percentage point. The rationalization pro- 
posal also would produce a very slight change in the rela- 
tive distribution of traffic between statutory rate desti- 
nations on each railway. However, all things considered, 
the rationalization proposal, per se, would have little 
impact .on the Gistributvon of tral tice oe uweon tne two rail— 
ways or among the statutory rate destinations served by 


each railway. 
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TABLE 5 


| 
| 
| 
Impact of Rationalization on the Tons of Direct Shipment | 
Statutory Grain Carried By CP Rail and Canadian National | 


TTS es ey eee eer | 


Tons Carried 


| 
| 
| | 
| 


| 1974 After 
Railway/Statutory 1974 Actual | Rationalization | Percent 
| 
Amount | Percentage | Amount | Percentage | 
(000) | Distribution | (000) | Distribution | 


| 
| 
| 
| 
| 
Rate Destination | | | Change 
| 
| 
| 
| 


CP Rail 


Ww ~] 
-~ 8 
Con 


| | | | 
| | | | 
Thunder Bay 59.3 | 68.4% [eee Zeal 68.5% | +0.75% 
Vancouver OLess| 31.6 eh oS oO oe || Siren | +0.60 
| | | | 
TOTAL | 10,460.4 | 100.0% (O7 533.6" 100.0% | +0.70% 
| | | | | 
Canadian National | | | | | 
| | | | | 
Armstrong & East | ICH A os 1.0% | LOT 4 1.0% | 0.00% 
Churchill | 564.2 | 5.9 | 56422. 559 |. 40-00 
Thunder Bay Roy SO <a 4 59.8 bo. De OSO.3) 4 59.7 | -0.93 
Prince Rupert | T5620 4 7.9 | 756.6% 8.0 | 0.00 
Victoria | 260.4 | Deel | 260.4 | Zeer lL 46700 
Vancouver or 43: | PEA fe 2 ARS OSS a Zoe | -0.90 
| | | | | 
TOTAL } 9,603.9 "| 100.0 [PG S30 svat 100.0 | -0.76% 
| | | | | 
Market Share | | | | | 
| | | | | 
CP Rail | 5251S XXX | 52.5 ei XXX | +0.77% 
Canadian National | 47.9% | XXX | AT De | XXX | -0.84% 
| | | | 


Source: CCTGR 1974 data base. 


eS 


-32- 


Car Types 


The particular mix of the Ly DeSm Ole Cabcmucecamlomcarr y 
the statutory grain (i.e., box cars, railway-owned hopper 
cars, and Canadian Wheat Board hopper cars) in any given 
year has some impact on the costs incurred by the railways. 
The most obvious example is the use of the Canadian Wheat 
Board hopper cars which, by shifting the capital costs from 
the railways to the Federal Government, decreases the total 
costs incurred by the railways. Due to differences in the 
weight of the cars themselves, their carrying capacity, and 
the restrictions placed on the use of the Canadian Wheat 
Board cars, the relative mix of car types utilized will have 
some effect on the total car-miles and car-days, the gross 
ton-miles, the number of carloads, and the number of grain 
doors associated with the rail transportation of a fixed 


amount of statutory grain tonnage. 


The particular Mix) Of ‘car typecmemp ley cdeinsene™ Crane- 
portation of Statutory grain fon wany given period is the 
result of numerous factors and decisions--the two most im- 
portant are the availability of the cars and the carrying 


capacity of the lines to he served. 


The availability of cars within each particular generic 


car type is dictated by a number Of factors, including: 


e the number of cars in inventory; 
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e the suitability of the cars for carrying traffic 


OtHeLe cian wlalnyacand 


@ the demand made on the car supply by grain and, 


where applicable, by other commodities. 


Rationalization, per se, would have no impact on these fac- 
tors. However, rationalization could have a significant 
impact on the carrying capacity of the individual lines 
which oniginated grain traffic. Generally; the userce 
Canadian Wheat Board and some railway-owned hopper cars 

is limited to lines which have a maximum gross weight 


Capacity of 220,000) pounds.or more. 


The report of the GHTC indicates that in 1974 only 
132.6 miles of CP Rail's system in the Prairie Provinces 
had. a carrying capacity.of less than 220,000 pounds seen 
the other hand, the Canadian National operated 3,370.9 
miles (or about 36 percent of their system total in the 
Prairie Provinces) of lines that had a maximum carrying 
CapacttvwiOLm. 77,000 pounds. These lines required the 


use of the small box cars and, in part, were responsible 


* 

Op. Cit., De 315, Table X-2. Lines with a maximum 
Carrying capacity of 177,000 lbs. are sometimes re=— 
ferred to herein: asi light capacity lunes: 


ay 


for Canadian National experiencing a significantly lower 


average load per car than CP pera. 7 


It 1s clear that the carrying capacity of the Canadian 
National lines could, and probably did, influence their 
historical acquisition of cars to serve the grain trade. 
Thus, if the rationalization proposal resulted in a sub- 
Stantial reduction in the number of carloads originated on 
the lines with a maximum capacity of 177,000 pounds, and an 
increase in the carloads originated on lines with capacity 
of 220,000 pounds or more, it could be possible for Canadian 
National to shift from the use of the smaller capacity cars 
to the use of the larger capacity cars, if Such cars were 


available. 


Toy.test whether’ such®@a shitt coultdloccunpe Wetrcse rex 
amined the effect of rationalizationson Canadian Nationalss 
miles of line by Maximum carrying ‘capacity.) “[hissexammna- 
tion revealed that rationalization would cause a reduction 
Giaih | Joemiles Ob light capac tee incom eamlCoUC te Olmoier S410 


percent in the miles of such lines operated in 1974. 


a 


“pata presented before this Commission show CP Rail's _ 
average load per car for direct shipment statutory grain 
to be 65.2 tons and Canadian National's to be 57.8 tons 


(see Appendix E). 
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TABLE 6 


Capacity Distribution of the Canadian National 
Network in the Prairie Provinces 
Before and After Rationalization 


Total Miles in Network 


1974--Actual 
1974--Rationalized System* 


Net Change in Miles 
Percent Change 


Percentage Distribution of Miles 
in Network 


1974--Actual 
1974--Rationalized System 


Miles by Line Capacity 


| 

| 

| 

| | | | 

| 177,000 | 220,000 | 263,000 | Total 
[oie Seale me reise = | 

| | | | 

| | 

| | | | 

| | | | 

a 33 tlh 252200 1 63, SoZ ee 
| 27199. .)) 22,1515 ees, 892 at 

| | | | 

| -1,172 | -5 (| Oe =r 
| | | | 

| -34.8% | -0.2% | 050% | =12e5% 
| | | | 

| | | | 

| | | | 

| | | | 

|. O599% be <2226% +) 8 btay helo ore. 
ls 26.8%) < | 25.83 |2 474s ol 00 es 
| | | | 


*8.0 miles of new construction is assumed to be at 220,000 pounds maxi- 


mum capacity. 


Source: GHTC Volume I Report and CCTGR 1974 data base. 


To test the potential 


jee) 
= 

i) 
i) 
[o>) 


impact of this reduction, I com- 


pared the number of carloads actually originated in 1974 by 


line capacity category with those that would be originated 


under the rationalization proposal. Table 7 shows that 


therewwouldsbe anvincrease of 9,32licarloadssoniginating on 


the 220,000 pound capacity lines (6,498 carloads) and on the 


226 = 


263,000 pound Capacity lines (2,823 carloads). The 177,000 
pound capacity lines would experience a corresponding de- 
crease plus an additional 2,093 carloads which represents 


the net carloads transferred from Canadian National to CP 


Rail. 


TABLE 7 
Distribution of Canadian National Statutory Grain Carloads by the Maximum 


Capacity of the Originating Lines 


Number of Carloads 


ST 


1974 Actual | 1974 Rationalized Net Percent- 
Line age 
MT inh.) 
| Percent | | Percent 


Number | Distribution | Number | Distribution 


| 
| 
| 
| 
| System | Change 
| 
| 
| 
| 
| | | | 


| | 
| | 
| | 
| | 
| | 
Capacity | | | Change 
| | 
| | 
| | 
| | 


177,000 lbs. | 69,090 | Weel ee putin nes Ciy eaten 35.2% | -11,414 | -16.5% 
220,000 lbs. ! 31, 390 : 18.98 ! 37,888 : 23.18 | 6,498 | +20.7% 
263,000 lbs. ! 65,624 : 39.5% | 68,447 | 41.7% ! 2,823 : + 4,33 

TOTAL | 166,104 ! 100.0% ! 164,011 ! 100.0% | - 2,093 ! XXX 


en eee ee 


Source: CCTIGR 1974 data base. 
While Canadian National's car type selection was 


dictated, to some extent, by the limiting capacities of the 


lines they served in 1974, my analysis of theiraoutputedata 
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reveals that) car avallabllity was the ‘controlling faccoue 
For example, Canadian National handled only 13,869 of their 
total 166,104 carloads of direct shipment statutory grain 
in railway-owned and Canadian Wheat Board hopper cars. 
However, Table 7 shows that nearly 66,000 carloads were 
originated on lines with a 263,000-pound maximum capacity, 
i.e., lines that could have accommodated the larger capa- 
city cars. The 1974 output data slso indicate that about 
75 percent of Canadian National's total carloads were car= 
ried in the smaller capacity grain box cars and 45-ton 
steel box cars. Table 7 shows that only about 42 percent 
of the traffic available originated on lines which required 


Such cans. 


For CP Rail, the impact of rationalization is some- 
what different. As indicated earlier, virtually all of 
CP Rail's lines in the Prairie Provinces are of 220,000- 
pound capacity or more. As a result, virtually all of 
the lines to be abandoned are of that capacity. In fact, 
ChesmsLeslot lignticapacitye lines to be abandoned on ce 
Rail is equal to the miles of such lines to be trans- 
ferred to CP Rail from Canadian National. Table 8 shows 
the impact of the rationalization proposal on “CP Rail's 


system network within the Prairie Provinces. 


= 19 
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TABLE 8 


Capacity Distribution of the CP Rail 
Network in the Prairie Provinces 
Before and After Rationalization 


Miles by Line Capacity | 


TDS,0 | lost| tpsee ibs | 


| 
! 
Item | 177,000 | 220,000 | 251,000 | 263,000 | Total 
| 
| | | | 


Total Miles in Network* 


| | | | | 
| | | | | 
1974--Actual | 133 | 23,908 a ie 107 [4 0542 n8 202 
1974--Rationalized System** | 133 l,i GO Zee eA (a4 O34 a) lami) 230 
| | | | | 
Net Change in Miles | Oo | - 946 | 0 | -20 | -966 
| | | | | 
Percent Change lL. 0.08 .|o=—240 22 et OPUS ee -0 bee — 11 6s 
| | | | | 
Percentage Distribution | | | | | 
of Miles in Network | | | | | 
| | | | | 
1974--Actual | 1 6S e447 oe reese | 49.4% | 100.0% 
1974--Rationalized System | 1.8% | 20.95 sleet os lee 55.08 | 100.0% 
| | | . | 


*Excludes approximately 53 miles of Category C lines that were in the net- 
work in 1974. 


**14.0 miles of new construction assumed to be at 220,000 pounds maximum 
capacity. 


Source: GHTC Report Volume I and CCTGR 1974 data base. 
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Though most of CP Rail's mileage in Western Canada 
is on lines of 220,000 pounds or more Capacleyyetickia 
tionalization proposal will result in an increase in the 
number of CP Rail “earloads originaringronsl 777,000 pound- 


capacity lines. The cause of ‘this "inctease =. the 
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transfer of lines from Canadian National to CP Rail. As 
an aside, it should be noted that an increase of 5,102 
carloads originating on light capacity lines could cause 
some temporary operational problems for CP Rail because 
their system is geared to operations over heavier weight 
rail. These possible temporary problems would, of course, 


be eliminated if the transferred lines are upgraded. 


TABLE 9 


Distribution of CP Rail Statutory Grain Carloads 
by the Maximum Capacity of the Originating Lines 


CE Eas Pres a he ee ee ern UU 
| Number of Carloads | 


| | 
| | | 


| 
| 
| 

Line | Before Rationalization | After Rationalization | Net | Percent- 

Capacity | | | Change | age 
| | | Change 
| Number | Percent | Number | Percent | | 
| 
| | | | | | 
TA. Jie aaah te) nnd bi ied bi id Tie ic 

P77 000M lbs. 193 | 0.1% | BP 295 | Bey: | "45,102. ("42,643.56 
| | | | | | 

220,000 lbsenll 2 O05; O75 53.4% i a0 OS 4 47.53 | -8,792 | - LO.3% 
| | | | | | 

251,000) bse 32000 0.8% | 1,328 -| 0.8% | Ce] 0.0% 
| | | | | | 

2637000 -Lbss|4<73;335--1 ADs lea O-, LA | 48.43% | +4,806 | + 6.6% 
| | | | | | 

TOTAL | 160,431 | 100.0% eons S47 sc 100.0% | i 165 | XxX 

| | | | | | 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| | | Distribution | | Distribution | 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| Source: CCTGR 1974 data base. 
| 


=Ag= 


In 1974, «virtually all.of CP Raibisestatutory grain 
traffic could have been transported in the heavier loading 
railway-owned and government-owned hopper cars. However, 
these car types accounted for only 21,685 carloads out of 
the 160,431 carloads transported or 13.5 percent of the 
total carloads carried. It is clear that CP Rail's equip-— 
ment selection, like that of Canadian National, was not 
dictated by the capacity of the lines on which the grain 


Originated, but rather by the availability of cars. 


During the course of this Commission's public inquiry, 
no evidence was uncovered that would indicate that the rail- 
ways did not fully utilize the Canadian Wheat Board hopper 
cars that were available in 1974. And, to the best of my 
knowledge, no such evidence was placed before the Grain 
Handling and Transportation Commission. Based on all of 
the above, I conclude that the relative mix of the car 
types used to transport the direct shipment statutory 
grain in 1974 was not constrained, to any significant 
extent, by the weight limitations of the lines served. 


Rather, it was dictated by: 


e the number of government-owned hopper cars 


available; 


e the fact that each railway has a fleet of older 


and smaller box cars which are substanstantially 


-4]- 


dedicated to grain service and which are 

not particularly well-suited to, or economic- 
ally feasible for, the carriage of other commo- 
ditties (orm, £0r that matter, the carriage of 


Grain); sand 


e the existence of the revenue shortfall experi- 
enced by the railways in the carriage of statu- 
tory grain which has resulted in their disin- 


vesting in the grain car fleet. 


This conclusion does not imply that a more efficient 
mix of car types cannot be employed in the transportation 
of statutory grain or that the rationalization proposal 
would not increase the potential for use of the more effi- 
cient, larger capacity cars. Rather, it stems from my judg- 
ment that the rationalization proposal alone will not and 
cannot change the other factors which effectively control- 
led the mix of car types actually employed in 1974. The 
Federal Government's purchase of 6,000 additional 90-ton 
and 100-ton capacity hopper cars subsequent to Todds the 
railways' continuing withdrawal of the smaller grain box 
cars from service (because of age and obsolescence), and 


the implementation of the rationalization proposal will 


* 
In 1974, there were only 2,000 Canadian Wheat Board hopper 
cars in service. 


A 


permit the increased use of the more efficient, larger 


Cars in the future transportation of statutory grain. 


For purposes of this study, T assumed that the reduc— 
taOnmiIn= CNetratfic to Thinderebayeiieb2emcanlondc mand 
Vancouver (565 carloads)» would resullttin a reduction of 
2,093 carloads carried in 45=ton steel” box cars. And, the 


increase in CP traffic to Thunder Bay (815 carloads) and 


TABLE 10 


1974 Impact of Rationalization on Carloads of Direct Shipment Statutory Grain 
Carried by CP Rail and Canadian National 


oa ee Le Ph SO a ee has aw ome ck a 


lp Se Total! | Number | Average | Number of | Percent of 
Railways | Direct | of Direct | Load | Carloads | Carloads 

| ‘Shipment “| Shipment’ @|""" Per = * | in | in 

| Tonnage | Carloads | Car | Box Cars | Box Cars 

| | | 


| | 
a es (ear. iT mee) ata eas 


Canadian National 


| | | | | 
| | | | | 
1974 Actual I. 98956037996 Ve es1667104 4192 57-8 VaePliS 26 2352 mal 91 
After Rationalization | 9,530,680 | 164,011 | 58.1 [eS Oa 2S S| SEE 
| | | | | 
CP Rail | ! | | | 
| 
1974 Actual 107460), 3:73) | Seek60F 43 eae. 2 3 Br 4 Seem 86.5% 
After Rationalization | 10,533,599 | 161,547 | 65.2 | «B39, 873764 86.6 
| | | | | 
CN and CP Combined | | | ! | 
| 
1974 Actual 207-064, 2/9 le 326, 5352) Ol | 290,980 | 89.1% 
After Rationalization | 20,064,279 | 325,558 | 61.6 | 290,002 | 89.1 
| | | | 
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| 

| 

| 
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| 

| 

| 

| 

| 

| 
Source: CCIGR 1974 data base. | 
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| 
| 
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| 


=1e- 


Vancouver: (o0leicarloads) swoulld Gesult sina increasemon 

Vr lie carloads Carried in box) cars. = The-est imacedmever> 

ally impact of rationalization on the carloadings required 

to handle the 1974 direct shipment statutory grain is shown 
by origin subdivision in Appendices C and D and is summarized 


by railway in Table 10 (preceding page). 


Routing 


At first glance, it would appear that the abandonment 
of 2,165 miles of the Prairie rail network would have a 
Signaftacant impact, on the routing of (the sstatutoryvagraia 
traffic. There will, of course, be some routing changes 
resulting from the changes in the origin locations of the 
Statutory grain. However, for reasons discussed above, 
these changes would be relatively minor and would be con- 
fined largely to the initial movement between the country 
elevator and the first assembly/distribution yard. That 
is, the changes in origin locations and volumes would have 
virtually no impact on the routes used or carloads handled 
between the first assembly/distribution yard and the statu- 


tory rate destinations. 


; y ‘ * 
A review of the rationalized system maps reveals that, 


for the most’ part, the actual 1974 routes from the omigin 


* 
Ope it.) GHlG, Maps #loand #2. 
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stations retained in the rationalized system to the statu- 
tory rate destinations would remain intact. There are, 
however, some instances where the abandonment, or transfer 
of line ownership, would render the 1974 routes unusable 
or nonexistent. Appendix F identifies each 1974 route 
which could not be used and the alternative route util- 
ized to develop the output unit data base for the ra- 
tionalized system. As shown thereon, the actual 1974 
routes from three CP Rail subdivisions and from nine 
Canadian National subdivisions would be unusable after 
rationalization of the system. In addition, the 1974 
routes used by traffic originating on the transferred 
subdivisions also would be unusable. Appendix G iden- 
tifies the routes used to develop the output unit data 


DaASsceLOMeCN ise crarcuLc. 


Output Unit Development 


Each of the above described changes in the 1974 grain 
transportation system would have some impact on the work or 
output units incurred by the railways in transporting the 
grain from the primary elevators to the statutory rate 
destinations. The data used to develop an estimate of 
this impact were the underlying working papers to the 
1974 direct shipment statutory grain output units de- 


veloped by CP Rail and Canadian National, and adopted 
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by this Commission in its determination of 1974 costs. 
The CP Rail data were developed from an actual trace of 
20,064 sample carloads of direct shipnient statutory grain. 
For Canadian National, the data were developed from an 
analysis of the car- and train-related output units on 


K*kx 
each subdivision which handled statutory grain in 1974. 


From these data the average 1974 output units per car 
were developed for each grain originating station on CP Rail 
and each grain originating subdivision on Canadian National. 
The originating stations and subdivisions were then cate- 
gorized according to their disposition under the rationaliza- 
tion proposal (e.g., abandoned, transferred, retained without 
routing changes, retained with routing changes). The aban- 
doned stations or subdivisions obviously would not cause any 
output units to be generated on the rationalized system and 
therefore were eliminated from the analysis. Similarly, the 


Stations or subdivisions to’ be transferred were treated as 


* 
Spee, COTGRT Report, Volume 2, pp. 129-24 and=Appendix? ay 
** 
The development of CP Rail *output=units*®for™the sanple 
cars and the expansion of the resulting sample totals 
to an annual basis are described at pages 2 through 22 
of CP Rail Exhibit’ CP-3 submitted to this Commission. 
kkk 
The development of the Canadian National output units is 
described at pages 21 through 32 and pages 62 through 128 
of Canadian National Exhibit CN-2 submitted to this Commis- 
sion. 
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abandoned with respect to the output units that would be 
incurred by the railway that served them in 1974. For the 
retained stations on subdivisions that would not experi- 
ence any changes in routing, the output units were devel- 
oped by multiplying the total direct shipment carloads by 
the calculated 1974 average output units per car. For the 
retained stations on subdivisions that would experience 
changes in routing, the 1974 average output units per car- 
load were adjusted to reflect the new routing and then inul- 
tiplied by the total direct shipment carloads that would be 


Originated thereon. 


Since the number of carloads originating on the lines 
received in transfer was relatively small, the data availa- 
ble for those lines reflected the operations and routes of 
the transferring railway. The output units that would be 
incurred by the receiving railway for traffic originating 
on these lines were estimated in the following manner. 
First, it was assumed that the receiving railway would 
operate the transferred lines as an extension of, or spur 
to, the existing line in the system where the transferred 
line would connect. The average output units per car ex- 
perienced at the connecting Station (CP) or subdivision 
(CN) were used as an estimate of the output units that 
would be incurred on the carloads that would originate 


on the transferred lines. Where appropriate, these 


Sal 


Surrogate average output units per car were adjusted to 


reflect distance changes. 


While the above outlined methodology is predicated on 
certain assumptions and judgments, it is significant to note 
that 39 percent and 38 percent of the carloads that would 
be originated by CP Rail and Canadian National respectively 
were on stations or subdivisions that would experience no 


change whatsoever under the rationalization proposal. 


TABLE 11 
Rationalized System 


Distribution of Carloads Carried 
According to Type of Line Changes 


SS SY? 


Carloads | Distribution | Carloads | Distribution 


| CP Rail | Canadian National 
| | 
Type of Change | | | 
| No. of | Percentage | No. of | Percentage 
| 
| 


| 
i ee Sea woh ied Pies |o Sees Th Peed eee Ves oe, 


No Change | 63,492 | 39.3% be 61,850" 4 37.7% 
Volume Changes Only . 85,668 ! Da. : 70,564 | 43.0 
Partial Abandonments* ! 4,233 | 2.0 | 14,728 | Oa) 
Routing Changes** | 8,154 | Ded ! 167339 | 2.3 
TOTAL ! 161,547 | 100.0% ! 164,011 ! 100.0% 


*May also include volume changes. 
*k*Includes transferred subdivisions. 


Source: Derived from Appendices C, D, F, and G hereto. 
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Additionally, 53 and 43 percent of the CP Rail and Canadian 
National carloads were originated on subdivisions that would 
experience only volume changes. Of the carloads originated 
on these subdivisions only nine percent represent an in- 
crease over the 19749carloadsy a.e.7 the’ remaining 9laper— 
cent of the carloads were originated on those lines in 

1974. Only eight percent of the CP Rail carloads and 19 
percent of the Canadian National carloads were on subdi- 
visions that would experience partial abandonments and/or 
routing changes. These percentages are Summarized in 


Table 11 (preceding page). 


Car-Related Output Units 


The above described changes in origin locations, car- 
loads carried, car types utilized, and routings are the 
only changes from rationalization that could impact on the 
Ccar-related output units incurred by CP Rail and Canadian 


National. 


Appendix H shows the changes to the 1974 car-related 


output units of CP Rail and Canadian National that would 


“As the CP Rail average output data per car was available 
on a Station-by-station basis, the impact of partial aban- 
donment was accounted for under the methodology utilized. 
For Canadian National, the 1974 average output data per 
car for each subdivision that would be partially aban- 
doned was evaluated and adjusted to reflect any signifi- 
cant mileage changes that would result therefrom. 
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result from implementation of the rationalization proposal. 
Table 12 shows a comparison of the car-related output units 
perecar f£oreyear 19747 before» and after rationalization, 
and reveals that rationalization would have virtually no 
impact on the average characteristics of the 1974 car- 


related output units. 


| 
TABLE 12 


Comparison of Year 1974 Car-Related Output Units Per Car 
Before and After Rationalization 


mer = =e ly tS ean ne wee 0 een Ane 


| | | Ton Miles | Switching 
| Car- | Car- | (000) | Minutes 
Item | Days | Miles | | 
| | | | 
| | | Gross..|, Net. i) «Yards train 
| | 


CP Rail 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| Change Due to 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| Source: Appendix H hereto. 
| 


| 

| 

| | | | | | | 

| | | | | | | 

Before Rationelazation l).22-93) (a 564. 5 7le 91. 928) 950.055) 32559 r ie 3s .coe 
After Rationalization | 22.68 | 1,566.87 | 92.02 | 56.10 | 32.78 | 3.88 | 
| | | | | | | 

Rationalization | | | | | | | 
Amount | -0.25 | +2.30 | +0.10 | +0.05 | +0.19 | -0.01 | 
Percentage te ke +0.1% | +0.1% | +0.1% | +0.6% | -0.3% | 

| | | | | | | 

Canadian National | | | | | | | 
| | | | | | | 

Before: Rationalazationy | 22.73 Wel, 646-97 le 90859 *..52.945| 36813 via 4.00) 
After Rationalization | 222507) 17652235 {91.09 |) 53.43 | 36902 |, 4.567) 
Change Due to | | | | | | | 
Rationalization | | | | | | | 
Amount | -0.23 | +5.38 | +0.50 | +0.49 | -0.11 | -0.02 | 
Percentage | -1.0% | +0.3% | +0.6% | +0.93 | -0.3%3 | -0.4% | 

| | | | | | | 

| 

| 

| 
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Train-Related Output Units 


When applied to the 1974 rail transportation of statu- 
tory grain, the rationalization proposal essentially results 
in the movement of the same volume of grain from a reduced 
number of origin elevators located on a reduced number of 
grain gathering lines. This feature presents an opportu- 
nity for changes in all of the train-related output units, 
except fuels over and above those resulting from changes 
in origin locations and routings which were captured by 
the methodologysdescribedssuprass (Ths methodologvee li. 
minated the total train-related output units incurred in 
the 1974 transportation of statutory grain attributable 
to the carloads originated on all CP Rail and Canadian 
National stations that would be abandoned or transferred. 
This methodology also added to the data base the total 
train-related output units attributable to: (1) the ad- 
ditional carloads thatswould be ofiginated at all CP Rail 
and Canadian National stations that would incur traffic 
increases, and (2) the total carloads that would be ori- 


ginated on the lines received in transfer. 


“Given the current state of the art of determining fuel 
consumption, the change in gross ton-miles due to ra- 
tionalization is probably the best available estima- 
tor of the changes that would occur in fuel consump- 
tion.» = (Seer CCTGR; Reporte. Volume: Inmpp. 7145-152.) 
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Essentially, this methodology followed the costing pro- 
cedures of both railways which provide that the marginal 
change in train-related output units is 100° percent vari- 
able with a marginal change in the volume of traffic car- 
ried However, in this particular instance, the issue 1s 
not related to the impact of marginal growth or decline in 
traffic volume on the railways' train requirements. Rather, 
the issue is whether the origination of a fixed or static 
volume, aS measured in tons, at a fewer number of stations 
On a reduced mileage network would cause changes in the out- 
put units required to transport that tonnage... Inemy opin— 
ion, it is proper to evaluate the impact of the rationali- 
zation proposal on a short-term or added traffic theory 
basis. This requires a determination of the extent to 
which the increases or decreases in carloads on subdivi- 
Sions that would experience traffic changes would increase 


Or decrease the number of trains operated in 1974. 


Generally, both CP Rail and Canadian National provide 
train service on the grain gathering lines on an "as needed 
basis." Thus, their ability to reduce train service, commen- 
Surate with the reduction in volume on those subdivisions 


that would experience traffic decreases, is dependent upon 


* 

This Commission adopted this concept in its previous 
cost determinations for reasons described at pp. 57 
througn. 59 of 1ts Report Volume. ii. 
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the extent to which the volume reduction would permit c 
reduction in the train service requirements--a matter 


largely within the control of the Canadian Wheat Board. 


The subdivisions remaining in the rationalized system 
that would experience volume decreases are few and number 
only four on CP Rail and six on Canadian National (see Appen- 
dices C and D). All of these subdivisions would experience 
partial abandonments as a result of the rationalization 
proposal. And five of them (Strathmore, Erwood, Amiens, 
Stettler, and Tonkin) would experience a rerouting of their 
traffic. While vitvisélikely*+that’ rationalization would not 
substantially decrease the number of times these subdivi- 
sions would have to be served, it appears that the reduction 
of the subdivision mileage, and the potential for consoli- 
Gation of the trains that served these and other subdivi- 
sions in 1974, should enable the railways to reduce their 
train-related output units in direct proportion to the 


traffic decreases. 


The ability of the railways to absorb the increased 
carloadings on those subdivisions that would experience 
traffic increases is largely a matter of the existence of 
excess capacity. To identify and quantify the existence 
of true excess train capacity is, at best, difficult due 


to the seasonal fluctuations in volume, the influence of 
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weather on capacity, and the influence of weather on the 
operation of the line itself. Further; the capacityeoiza 
train can be expanded by the addition of diesel units to 
the powér consist, i.e., an increase in one of the ‘train-= 
related, output units that is not accompanied iby anirun= 


crease in the other train-related output units. 


In a very general sense, the maximum train capacity 
on the branch lines is about 30 cars per diesel unit in 
the summer and 20 cars per diesel unit in the winter with 
a maximum of two diesel units per train. However, the capa- 
city on individual subdivisions will vary widely from this 
general average and, therefore, a precise determination of 
the excess capacity on each of the trains that operated on 
each subdivision that.would experience increased traffic, 
would require a detailed microanalysis of each subdivision's 


day-to-day operations. 


In this instance, such an analysis clearly was not 
warranted due to the relatively insignificant number of 
train-related output units that would be attributed to the 
additional carloads--assuming that the concept of 100 per- 
cent variability with traffic volume was applicable. As 
Shown on Table 13, the maximum increase in train-related out- 
put units for these additional carloads is less than one 


percent of the total train-related output units attributed 


aS ae 


to the grain traffic--assuming that all of the additional 


carloads could be absorbed in existing trains. 


TABLE 13 


Maximum Increases in Train Related Output Units 
Due to Additional Carloadings on 
Subdivisions with Traffic Increases 


Amount (000) 


aa are 
Item Train Diesel Crew 
Miles Unit Wages 


| 
| 
| Miles 
| 
| 


————_ 


CP Rail 


| 
| 
| 
| 
| 
| | | 
| | | 

Withowt Addicionalscarce | 2yocoulo oy 065. 1256 ,048 
| | | 

With. Additional, Cars eee OI | oye Om, lo e.0.0 95 
| | | 

Difference | Dl Leann law 45 
| | | 

Percent Ping.9 S| 0.53) | Ors 
| | | 
Canadian National | | | 
| | | 

Wrthout, Additionalacars |i3,7S604) 487339  |e8 7,637 
| | | 

With Additional Cars Wi 3,90 5el S5389 Las 47.36 
| | | 

Difference | 2554 SOre eS 49 
| | | 

Percent 05 6S 5 O63 4 0.63% 
| | | 


Source: CCTGR 1974 data base 
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The available data (ranked in Table 14) indicate that 
additional carloadings represent less than a 15 percent in- 
crease to the total 1974 carloadings originated on 31 of 
thews9eCP) Rail subdivisions; anduco Of the 437 Canad fauna. 
tional subdivisions that would experience traffic increases. 
Over 50 percent of the total increase in carloadings is ac- 


counted for by the increases on these subdivisions. 


TABLE 14 


Distribution of Increased Carloads 


ie aa DRb SR) EE FeO SI ES Pea eee eee 
| | | Percent of Total 
Railway/Percent | | Number of | Increased Carloads 
Increase Over | Number of | Increased | 
1974 Actual | Subdivisions | Carloads | | 
Carloads ! | | Category | Cumulative 
| 


Fit nie a Oe ee a elit hi 


CP yRarl 


| | | | 
| | | | 
0.0% - 4.9% | aS) | Slee 4 6.8% | 6.8% 
5.0% - 9.9% | 8 | 17345, |peeldac | 24.6 
10.0% - 14.9% | 8 | 7 se en Lo yao: | SS ae | 
15.03 -— 19.9% | 4 | 503" |** 20.0 | (ie 
20.0% -— 24.9% | 2 | 1345). )-l7.9 | or 0 
25.0% and over : 2 | Cia =| 9.0 | LOC. OU 
| | | 
Canadian National | | | | 
| | | | 
0.0% - 4.9% | 8 | SS5e sh ees | 12.0% 
5.03 - 9.9% | 14 | 2A ele oO | 46.6 
10.03 - 14.9% | 4 | 57S al See | 54.8 
15.03 - 19.9% | 2 | ATLP3~ *| eee) | 60.7 
20.0% -— 24.9% | 2 | 484 | 6.9 | 67.6 
25.0% and over : 3 | 272 ele oe | 100.0 
| | | 


source: CCIGR data base. 
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Information furnished by the railways, on the train 
Capacity on these subdivisions, and the 1974 data base 
available to this Commission, reveals that in virtually all 
instances, the increases resulting from rationalization 
would add an average of less than four cars to each of the 
loaded trains that operated in 1974. On average, these 
trains had sufficient excess capacity to absorb the addi- 
tional cars. All of these data indicate that the railways 
could have handled the additional cars without the incur- 
rence of additional train-related output units other than 


fuel. 


Appendix H shows the changes to the 1974 train- 
related output units of CP Rail and Canadian National that 
would result from implementation of the rationalization 
proposal. Table 15 (following page) shows a comparison of 
the train output units per car for year 1974, before and 
after rationalization, and reveals that the overall effi- 
ciency of the train operations would not be markedly im- 
proved by the implementation of the rationalization 


proposal. 
Conclusions 


My review and evaluation of the data presented above 


leads me to the general conclusion that, while the GHTC 
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TABLE 15 


Before and After Rationalization 


| 


| 

| 

| 

| Comparison of the Year 1974 Train Output Units Per Car 

| 

| 

| . 

| | Train | Diesel Unit | Crew 


| Item | Miles | Miles | Wages 
Iacono eneeeeee ren ee eiaeet : 
Chara id | | | | 
| Before Rationalization | ieee | 50.64 | 938.47 | 
| After Rationalization | 17586 | 49.92 | S37744 | 
| Reduction Due to Rationalization | : : : 
| Amount | 0.45 | UeZ | meee Os : 
: Percent | 2.5% | 1.4% | Zalé | 
| | | | | 
| | | | | 
| Canadian National | | | | 
| Before Rationalization | 23.82 | one) | $47.54 | 
: After Rationalization | 23.66 | 50585 | $46.87 : 
| Reduction Due to Rationalization | : | | 
| Amount : 0.16 | OFA? | S026] | 
Percent | OE IK: | 0.8% | 1.4% | 


Ource: Appendix H hereto. | 
| 


Proposal would have some effect on the output units incurred 


| 

| | ; 
: | | 

lec 

| 


in the EVansvortation OF Statutory Grain, the abandonment 


in the operations of the railways and the work or output 


units required to perform the grain transportation service. 


Volume Related Costs--Rationalized System 


Appendices I and J present a detailed comparison of 
the volume-related variable costs this Commission found 
were incurred by CP Rail and Canadian National in the trans- 
portation of direct shipment statutory grain and those that 
would have been incurred on the rationalized system. As a 
result of the insignificant change in the output units dis- 
cussed SupraymeneschangcaeinmcostsS@are alsowinsigniiiacant 
and amountytopa, reductionwor only sol. 308 million (0. oapen— 
cent). ‘Thésprincipalporttoneot this reductions(¢o).06emid— 
lion) resulted from the reductions in train operations (see 


Table 16): 
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TABLE 16 
Comparison of the Year 1974 Volume-Related Variable Costs 


Incurred by the CP Rail and Canadian National (Combined) 
in the Transportation of Direct Shipment Statutory Grain 


| Amount ($000,000) | 


| | Decrease 
| | | from 
Cost Element | Before | After | Rationalization 


| Rationalization | Rationalization | 
| | | 
Dee ss SE a ee an ees ak. UU 


Running Track and Roadway Property* | oe 28 29 | Sa 2onoel | (0.092) 
Yard Track and Roadway Property | 3.515 : 3.808 | 007 
Train Operations | 66.034 3 64.954 | 1.080 
Yard Operations | 122709 ! P2671 ! .038 
Freight Car Operations ! 48.822 | 48.627 | 7Lo5 
Other Cost Elements** : 12.188 : 26108 : _ 080 

TOTAL ! SGT, 297 ! sL6p. 989 ! 1308 


NOTE: Amount shown includes operating costs, depreciation expenses, and capital funds 
costs. Capital funds costs are at a capital funds rate of 20.80 percent for CP 
Rail and 11.31 percent for Canadian National. 
*Does not include the volume-related costs incurred on the Grain Dependent Lines. 


**Includes depreciation and capital funds costs for signals and communications. 


Source: Appendices I and J hereto. 
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GRAIN DEPENDENT LINES--COST IMPACT 


In its initial findings, this Commission adopted 
a concept whereby 7,127 miles of the prairie rail branch 
line network where delineated as lines that were dependent 
upon statutory grain traffic for their continued existence. 
Collectively, these lines were identified as grain depen- 
dent lines and were treated differently in the cost analy- 
sis than were the non-grain dependent lines. Vituedey all 
of the grain dependent lines were evaluated by the GHTC and 
many would be subject to abandonment under their rationali- 
zation proposal. This section explores the changes that 
rationalization would cause to the 1974 structure of and 
the 1974 volume of grain originated on the grain dependent 
lines. From this, the section then identifies the impact 
these changes would have on the costs incurred by the 


railways. 


Grain Dependent Lines--Structure Changes 


Appendix H to this Commission's Volume I Report iden- 
tifies the miles of grain dependent lines operated in 1974 


by CP Rail (3,771.8 miles) and Canadian National (3,355.1 


“see CCTGR Report, Volume! djs pp. W0oni29 for a,mone detailed 
discussion on the identification of, and cost concepts ap- 
plied to, the grain dependent lines. 
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miles). Tableimbh7) (fellowing page) ‘shows ‘that, the GHIrC 
rationalization proposal would eliminate 1,927.5 miles 
Om CP Rail (850.3) and Ganadian National (1 07iaZ rom 
the grain dependent line network--an overall reduction 


* 
OL V277 percent. 


Obviously, mileage reductions of this magnitude would 
have a significant and substantial impact on the line- 
related costs incurred by the railways in the transporta- 
tion of statutory grain. However, the abandonment of these 
lines would not cause the number of carloads originated on 
the grain dependent lines to change in the same proportion. 
Appendices K and L hereto show the number of direct ship- 
ment carloads that originated on the grain dependent lines 
in 1974 and the number that would have been originated if 
the GHTC rationalization proposal were implemented. A 
comparison of these appendices with Appendices C and D re- 


Veals eiate 25.01 CP Raittse27esubdivisions: and IS of 


In compiling these data, the existence of slight differ- 
ences in the individual subdivision mileages used by this 
Commission and by GHTC was noted. This Commission's data 
base contains a total of 2,021.7 miles of Category’ B grain 
dependent lines for CP Rail and 3,229.5 miles for Canadian 
National. This: compares to the. 2,015.2 miles for Cr Rail 
and 3,229.2 for Canadian National contained in the GATC 
data base. For ease of presentation and ready reference 
to the data base underlying this Commission's Volume I 
cost ascertainment, the miles shown on Table 17 are from 
the CCTGR data base. 
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TABLE 17 


Impact of Rationalization on Grain Dependent Lines 


oy 


Miles of Grain Dependent Lines 


| 
| 

Item ee se ae 
| 
| 


CP | Canadian | Total 
Rail | National | 


| | | 
Dee ri SS | ea ae 


Miles-1974 Actual 


| | | 
| | | 
Category A [PF 1,697-4% (|) 25265 |i . ay 62380 
Category B Sq? (0214 7624464229. 5 acfhow5s!251.2 
Category C | Deu | 0.0 | Se | 
| | | 
TOTAL ey 71'ss [eS SD oe IRATE) 
| | | 
| | | 
| | | 
Basic Network [i 2, 159-6 | GpSi2 | 35242.8 
Prairie Rail Authority | 761.9% | 1,294.7**| 2,056.6 
| | | 
TOTAL hee2 9205 Wee 27 tas) Gl 5,199.4 
| | | 
Mileage Reduction | | | 
| | | 
Amount | 850.3 al Ove | Lele 
Percent | 222532 {| SBS? (i 27.0% 
| | | 


*Includes 92.7 miles transferred from CN and 14.0 miles 
of new construction. 


**Includes 121.5 miles transferred from CP Rail and 8.4 
miles of new construction. 


Source: CCIGR 1973 data base. 
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| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| Miles-Rationalized System 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
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Canadian National's 20 subdivisions that would be abandoned 
or transferred were grain dependent lines. Similarly, 
five of Canadian National's six subdivisions and three of 
CP Rail's four subdivisions that would experience traffic 
decreases are grain dependent subd econcas Table 18 
(following page) shows virtually the entire decrease in 
carloadings due to rationalization occurs on grain depen- 


dent lines. 


However, a substantial portion of the loss in carload- 
ings on these grain dependent lines show up as gains in 
carloadings on other grain dependent lines remaining in the 
system and on grain dependent lines received in transfer. 
Table 19 (page 66) shows the relationship of these in- 


creases. 


As a result of these offsetting increases and de- 
creases, the significance of the grain dependent lines in 
terms of carloads originated would remain about the same 


under rationalization as it was in 1974 (see Table 20). 


* 
The four CP Rail subdivisions that were not grain depen- 
dent lines are Boissevain, Cut Knife, Whitkow, and Meadow 
Lake. The one Canadian National subdivision that was not 
a grain dependent line is Inwood. 


** 
The two non-grain dependent subdivisions that would 
experience decreases are Melfort (CP) and Erwood (CN). 
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TABLE 18 


Percent of Total Carload Decreases that 
Originated on Grain Dependent Lines 


Ay. | CP | Canadian | 
Subdivision Category | Rail | National | Total 


Total All Lines-Carloads 


| | | 
| | | 
Subdivisions with Decreases | 17012 | 1516 | 27528 
Subdivisions Abandoned | syyloyl be} hh Wa este OSES OW. 
Subdivisions Transferred | 57278 eeSe302 | 10,980 
| | | 
TOTAL =| 11708 | 14,607 e266, 300 
| | | 
Grain Dependent Lines-Carloads | | | 
| | | 
Subdivisions with Decreases | 475 (ede 78 | 17053 
Subdivisions Abandoned | 5,260 | 6,609 [eel B69 
Subdivisions Transferred | 4,269 [ee SU2 el OO Al: 
| | | 
TOTAL | 10,004 [a13 7589 [237595 
| | | 
Percent Grain Dependent Lines | | | 
| | | 
Subdivisions with Decreases | 46.9% | Wiad 6a | 65.4% 
Subdivisions Abandoned | 95.4 | OUR / | O21 
Subdivisions Transferred | 82.4 | 100.0 | OL out 
| | | 
TOTAL | S5<5 | 93.0 | 89.7 
| | | 


Source: Appendices C, D, K and L hereto. 
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TABLE 19 


Percent of Total Carload Increases That 
Originated on Grain Dependent Lines 


RaGtiOga? a). ec nn eee Lie? ry. 
| CP | Canadian | 

Subdivision Category | Rail | National | Total 

| | | 

Deh Late i 4) One ne. 


Total All Lines-Carloads 


| | | 
| | | 
Subdivisions with Increases | y,O24 leo ous | 14,499 
Subdivisions Received in | | | 
Transfer | Sy PALS) fans ye by ks! Pru ays 
| | | 
TOTAL | 127615 (ethZ bas | 
| | | 
Grain Dependent Lines-Carloads | | | 
| | | 
Subdivisions with Increases | Sy CAs, er 530 | 4,745 
Subdivision Received in | | | 
Transfer | ayy aes. | 4,269 | 9,564 
| | | 
TOTAL | (egoy! LY) S799 | 14,309 
| | | 
Percent Grain Dependent Lines | | | 
| | | 
Subdivisions with Increases | a2e | 2129R7 || B27 
Subdivision Received in | | | 
Transfer | LOO e0 | 82.4 | O's 
| | | 
TOTAL | 66.4 | Tey | Ges 
| | | 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| Source: Appendices C, D, K and L hereto. 
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TABLE 20 


Carloads Originated on Grain Dependent Lines 
Before and After Rationalization 


Number of Carloads Originated 


Item | 
CP | Canadian | Total 
Rail | National | 
| | 
Vee Shade ae] Ses ems es eae ere eh) 
1974 Actual 
Total Carloads Originated* 156,192 159,905 316,097 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
Carloads Originated on Grain | 
Dependent Lines | 75,748 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 


| | 

| | 

| | 

| | 
Pie eeO je 14773523 

Percent Originated on Grain | | 
Dependent Lines 48.53 | 44.83 | 46.6% 

| | 

1974 Rationalized | | 

| | 
Total Carloads Originated* 157i SOs ariel oy olla. | polos 20 

Carloads Originated on Grain | | 
Dependent Lines 74,254 | 63,790 | 138,044 

Percent Originated on Grain | | 
Dependent Lines 47.2% | 40.43 | 43.8% 

| | 


*Excludes shipments originated on the NAR. 


Source: Appendices C, D, K, and L hereto. 


The categorization of a line as grain dependent was 
predicated upon the line's meeting certain volume and al- 
ternative use Prehoceley While 18 CN and 18 CP subdivi- 
sions that were not categorized as grain dependent in 1974 
would receive increases in grain traffic as a result of 


the rationalization proposal, these increases would not be 


“These criteria are delineated at pages 106 and 107 of 
CCTGR Report, Volume =r. 


of sufficient magnitude to cause any of them to be reclassi- 
fiedwas grain dependent. Similarly, the, trativesdecvessc. 
resulting from rationalization on five CN and ENnree ser ecup=] 
divisions that were classified as grain dependent were not 
of sufficient magnitude to cause a change in that classi- 


fication. 


In summary, the GHTC rationalization proposal would 
cause a Significant decline in the miles of grain depen- 
dent lines operated by both railways, a substantially less 
Significant decline in the carloads originated on grain 
dependent lines operated by Canadian National, and an in- 
Significant decline in the carloads originated on grain 
dependent lines operated by CP Rail. The proposal would 
not cause any additional subdivisions to be classified as 
grain dependent lines. The impact of these changes in the 
structure and use of the grain dependent lines on the costs 


incurred by the railways is examined infra. 


Grain Dependent Lines--Costs Changes 


The cost implications of the grain dependent lines 
concept are “set forth on pages 106 “through 129"of this 
Commission's Report Volume I. With respect to the grain 
dependent lines concept, this Commission stated at page 


108 of the Report Volume I: 
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This Commission's acceptance of the grain depen- 

dent lines concept has a significant and substan- 

tial impact on the development of costs attribu- 

table to ‘the carriage: of @statutory Grain by "rail 

The significant and substantial impact referred to is 
related to the finding that the line-related costs of the 
grain dependent lines are variable with the totality of the 
Statutory grain traffic. The total line-related costs as- 
sociated with the grain dependent lines were $52.547 mil- 
lion in 1974--$31.666 million on CP Rail grain dependent 
lines and $20.881 million on Canadian National grain de- 
pendent lines. These line-related costs comprised 25.5 
percent of the total variable cost incurred by CP Rail, 
20.2 percent of the total variable cost incurred by Cana- 


dian National, and 23.6 percent of the total variable 


costs incurred by the two railways combined. 


The data base available to this Commission contained 
the line-related costs for each grain dependent subdivision. 
This permitted a separation of the line-related costs among 
those incurred on grain-related subdivisions that would be 


retained, transferred, or abandoned under the rationalization 


ee 


“Op. cit., CCTGR, Appendices K and M. 
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proposal. As detailed in Appendix, Mj» *$23).533 Giiiion 
org?i4epercent.of the $31 4666 million of pline=relavedmcosts 
incurred by CP Rail in 1974 were attributed to the grain 
dependent lines that would be retained in the system. For 
Canadian National ,»~-$13 514 million,or,.65 percent of ytne 
$20.881 million of line-related costs were attributed to 


the grain dependent lines that would be retained. 


In addition to the costs that would still be incurred 
for the lines retained in the system, each railway would 
also incur line-related costs for the grain dependent lines 
it received in transfer, and for the miles of new constru- 
tion required to link certain grain dependent lines to the 
System. Based on the average cost per mile for the lines 
retained in the system, it is estimated that the line- 
related costs that would be incurred for these lines would 
be s0. 7 S9imillion woryCP Railk's.107 additional miles, and 
$0.802 million for Canadian National's additional 130 miles 


of new construction and transferred Lines; 


Appendix N displays the estimated changes in the line- 


related costs that would result from implementation of the 


“Tn those instances where the disposition of a subdivision 
was divided (e.g., a subdivision that was partially aban- 
doned), the line-related costs were prorated equally over 
each mile of the line. For example, if 20 miles remained 
from an original 60-mile subdivision, then one-third of the 
line-related costs were associated with the retained portion. 


FF (ss 


rationalization proposal. As shown thereon, rationaliza- 
tion of the system would reduce the line-related costs of 
CP Rail to $24.425 million--a decrease of 23 percent 

below the $31.666 million incurred in 1974. Canadian Na- 
tional's line-related costs would be reduced from $20.881 
million to $14.316 million--a reduction of 31 percent. 

For the two railways combined, the line-related costs 
would be reduced from $52.547 million to $38.741 million-- 
a reduction of $13.806 or 26 percent of the 1974 combined 


amount. 


This Commission also identified $2.918 million of 
volume-related costs that would be incurred on the grain 
dependent lines by CP Rail ($1.591 million) and Canadian 
National ($1,227 million) ine tationaluzation. proposal 
would result in a 2 percent reduction in the carloads 
originated on CP Rail grain dependent lines and an 1l per- 
cent reduction in the carloads originated on Canadian Na- 
tional grain dependent lines. This reduction in carload- 
ings would cause a reduction of approximately the same 
magnitude in the volume-related costs incurred on the grain 


dependent lines as shown on Appendix O. 


In summary, implementation of the rationalization pro- 
posal, would result in-asreduction.of 313.934 0m) llion in the 
1974 costs associated with the grain dependent lines of CP 


Rail and Canadian National. 
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TABLE 21 


| 
| 
| 
Comparison of the Year 1974 Variable Costs on Grain Dependent Lines | 
Incurred by CP Rail and Canadian National in the | 
Transportation of Statutory Grain : 
| 


Grain Dependent Line | Before | After | Decrease Due to | 
Variable Costs | Rationalization | Rationalization | Rationalization | 
| | | 
| | | 
Line-Related | S52 e547 | $38.741 | $13.806 
| | | 
Volume-Related | 2298 | 2.740 | Ool7s 
| | | 
TOTAL | $55.465 | $41.481 | $13.984 
| | | 


| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| | 
| 

| 

| 

| 

| 

| 

| 

| 

| Source: Appendices N and O hereto. 
| 


IMPACT ON 1974 VARIABLE COSTS 


In total, it is estimated that full implementation of 
the GHTC rationalization proposal would have reduced the 
1974 variable costs incurred by CP Rail and Canadian Na- 
tional in the transportation of direct shipment statutory 
grain by $15.324 million or about seven percent. In our 
1974 cost determinations, this Commission estimated the 
costs attributable to transit traffic on the relationship 
of direct shipment, volume-related costs to freight revenues. 
T have assumed that. Under rationalization,“ trans?tt traffic 


* 

The costs attributable to transit traffic do not include 
the costs incurred for "stop-off" ior, for out—of—route 
movement. 


iyo 


would experience a cost decrease equal to the relative 
decrease per car in the volume-related costs. With respect 
to the NAR, the rationalization proposal would not have any 


impact on their operations and therefore I have assumed no 


* 
change in costs. 


The total reductions in the variable costs incurred by 
the railways which would result from implementation of the 


rationalization proposal are shown on Table 22. 


ee acne 


a a ee 
ee 


"See this Commission's Volume I Report, pp. 170-177 and 
Appendix O for further discussion and development of the 
cost attributed to transit traffic and NAR Crate. 
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TABLE 22 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


* 


Source: Appendices I, J, N, and O hereto. 


| 
| 
Railway/Item | 
| Before 
| Rationalization 
| 
| 
CP Rail | 
| 
Volume-Related Costs | 
| 
Other Than Grain | 
Dependent Lines | Sa ESOeGiS 
| | 
| Grain Dependent Lines | lee 5 Ol: 
| | 
| Sub-Total | 87.964 
| | 
| Line Related Costs | 31.666 
| | 
| Transit Traffic Costs | 2.903 
| | 
| Totaly CPeRadl l | S22, 535 
| | 
| Canadian National* | 
| | 
| Volume-Related Costs | 
| | 
| Other Than Grain | 
| Dependent Lines | $ 80.924 
| | 
| Grain Dependent Lines | i327 
| | 
| Sub-Total | G22 25 
| | 
| Line Related Costs | 20.881 
| | 
| Transit Traffic Costs | 1.350 
| | 
| Total Canadian National | $104.982 
| | 
| Northern Alberta Railways | 
| | 
| Total | Sus e404 
| | 
| Total Railway Costs | $230.999 
| | 
| 
| 
| 
| 
| 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


After 


Rationalization 


$ 


ol 


S 


$ 


$ 


866259 
1.560 
oH frie ES, 
24.425 
22018 


as Sal 


T9130 
1180 
80.910 
14.316 
1.843 


2009 


3.484 


2153675 


Canadian National capital costs are computed at a rate of 11.31 percent 


Comparison of Year 1974 Variable Costs Before and After kationalization 
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Amount ($000,0000) 


ii ae ae 


Reduction 


| 
| 
[) S$ On UTA 
02031 
0.145 


7.241 


07025 


| 
| 
S$ 1.194 
0.147 
ee ail 
6.565 


0.007 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
pS) 12913 
| 

| 

| 

| $S 0.000 
| 


[yi eslbe324 
| 
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| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
S Tear || 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
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The above described impact of rationalization on the 
Variable costs incurred by the railways gives no con- 
Sideration to the impact that it would have on the operat- 
ing and capital expenditures required to rehabilitate and 
upgrade Prairie rail branch lines to an acceptable operat- 
ing standard. The information available to this Commission 
on the amount of such expenditures that will be required is 
no more explicit and precise than that which was available 
to the GHTC. Thus, I am unable to provide any more defini- 
tive estimates of the impact of rationalization on these 
costs than was the GHTC. However, by any measure, it is 
clear that the expenditures required to effect the needed 
rehabilitation and upgrading on the branch line network 
that existed in 1974 would be substantial, and that the 
proposed rationalization of the system will reduce those 


expenditures considerably. 


Indeed, in final analysis, the most significant impact 
of rationalization probably will be the reduction in the 
expenditures required to upgrade and rehabilitate the 
Prairie rail network. It must be clearly understood, how- 
ever, that these reductions would be reductions in future 
costs that would be attributable to the required upgrading 


a 


“Op. Cit.) DD ee oo 2 
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and rehabilitation of the lines. to be abandoned--had they 
remained in service. That is, they would have no impact 


On the cost or the magnitude of the revenue shortfall ex— 


perienced by the railways in 1974. 


oe 


CHAPTER II 


PRAIRIE RAIL AUTHORITY--COST IMPACTS 


Chapter II explored the impact that the proposed aban- 
donment of 2165.5 miles of prairie rail line would have 
had on the 1974 variable costs incurred by the railways in 
the transportation of statutory grain. The remaining 4,250 
miles of line evaluated by the GHTC would be assigned to 
either the basic network or a Prairie Rail Authority (PRA). 
The basic network lines would be owned and operated by the 
railways and the PRA lines would be leased from the rail- 
ways and operated by them under contract to PRA. These 
lines would be subject to further evaluation by PRA and ul- 
timately would be assigned to the basic network or would be 
eaaoneo ae The rail miles assigned to each category are 


shown.on. Table 23. 


“On. eCite peo Oe 


an understand that the Prairie Rail Action Committee ap- 
pointed by the Minister of Transport subsequent to the 
release of the GHTC Volume I Report will address some 
of the issues and undertake some of the functions en- 
visioned for PRA. 


yl 


TABLE 23 


Disposition of Lines Remaining in the 


Signed to Basic Network 


both 


signed to Prairie Rail Authority 


| 

| 

| 

| 

| 

| 

| 

| 

| 

| Disposition 
| 

| 

| 

| 

| 

| 

| 

| 

| TOTAL 
| 


Prairie Rail Network 


Rail Mileage 


| 

| 

| 

| cP | Canadian | NAR | Total 
| Rail | National | | 

| | | | 

| | 

| 604 | 1,217. 6 5cle ode 
| | | | 

| 867 | An) a Ovi 2,344 
| | | | 

be Aya 25694 | 852647250 
| | | | 


The proposed duties of PRA are outlined at pages 


91 and 92 of the GHTC Volume 1 Report and, among other 


things, include the following: 


@e lease, at a nominal fee, say $1 per branch line 


per year, all grain related branch lines now de- 


Signated as Category "B" which do not become part 


of the basic rail system; 


® contract with Canadian National and -CP Raul to 


conduct train operation and related functions 


on these branch lines on a cost reimbursement 


basis, including a management fee, and subject 


to such incentives and penalties designed to 
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obtain efficient operation as the Prairie Rail 


Authority may deem appropriate; and 


@® contract with Canadian National and CP Rail to 
perform such roadway maintenance as may be re- 
quired to conduct safe train operation in ac- 


cordance with prescribed service standards. 
PRA LINES--CHARACTERISTICS 


Appendix P shows the miles of line that would be trans- 
ferred to PRA and operated by CP Rail and Canadian National, 
the number of direct shipment carloads originated on these 
lines in 1974, and the junction pornt(s) “oOfeteach Line with 
the basic network. From the GHTC Volume I Report it can be 
determined that, after rationalization, the PRA lines would 
constitute 15 percent of the total rail mileage operated by 
CP Rail and Canadian National in the Prairie Provinces and 
55 percent of the 4,250 miles evaluated by GHTC that are 
currently retained in the system. In 1974, approximately 
18 percent of the direct shipment statutory grain carloads 
that would be originated on the rationalized system came 


from elevators on the PRA network. 


Sine lines to be transferred to PRA are sometimes referred 
to herein as the PRA network. 


**oo, cit., Table XII-2, p. 504. 
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TABLE 24 


Percent of 1974 Direct=Shipment Carloads of 
Statutory Grain Originated on PRA Lines 


Peek PEEPS Oe Tae yea POs fare. ee ee ee 


Railway | Total | PRA | Percent 
| Carloads | Lines | PRA 
| | | 
CAME CSOs Sree Jere Cane ae ph eee an 
CP Rail* oleae ene ss a a | 14.6% 
| | | 
Canadian National** [i647 01a se] 36,772) 22.4 
| | | 
TOTAL lI) 325.558 I 605329 3 de pas: 
| | | 


*Includes 4,239 carloads originated on the NAR. 
**Includes 6,199 carloads originated on the NAR. 


Source: CCTGR data base. 


Perhaps the most significant feature of the PRA net- 
work is that virtually all of the lines included were also 
designated as grain dependent lines by this Commission. As 
displayed in Table 25 (following page), 762 of the 867 PRA 
miles to be operated by CP Rail are grain dependent lines 
as are 1,295 of the 1,477 miles to be operated by Canadian 
National. Overall, 88 percent of the miles’ in the ‘PRA net- 


work are on lines designated as grain dependent. 


e50— 
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VABLEHe25 


Miles of Grain Dependent Lines in PRA Network 


"20 Pete A See le On Car ie eee 
PRA Lines CPP Rail ei Canadian’ |= Total 
| [| Natronales| 
| | | 
©’ Pio Deb cer Peeiwoyn: Salaee 2° i 
Total Miles | 867 | dt: eg AP ne | 
| | | 
Grain Dependent Miles* | oe | AAs il ee? Ole: 7) 
| | | 
Percent Grain | | | 
Dependent Pees eh (eee es SULA W al eta ts}. 
| | | 


ere 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| Sources. CCTGR data base. 
| 
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In total, the GHTC rationalization and PRA proposals 
provide for the abandonment or lease to PRA of 1,598 of 
the 3,772 miles of grain dependent lines operated by CP 
Rail and 2,364 of the 3,355 miles of grain dependent 
lines operated by Canadian National in 1974. This re- 
sults in a grain dependent line mileage reduction of 42 
percent for CP Rail, 70 percent for Canadian National 
and 56 percent for both railways combined. That is, the 
GHTC proposals could relieve CP Rail and Canadian National 
from the responsibility for the line-related costs associ- 
ated with 42 and 70 percent of their respective grain de- 


pendent line mileage. 


soi— 


A review of the regional maps and the proposed rail 
network map (Map #2) reveals that the lines in the PRA 
network are scattered throughout the three Prairie Prov- 
inces and do not form any kind of contiguous"rail network. 
The PRA Wineswconsist of both primary gathering elinessie.d7, 
CP's Arborg Subdivision and CN's Carman Subdivision), and 
secondary gathering lines (e.g., CN'S Miami Subdivision and 
CP's Wishart Subdivision). The PRA lines make up complete 
subdivisions in some instances (e.g., CN's Miami Subdivision 
and CP's Arborg Subdivision), and partial subdivisions in 
other instances (e.g., CP's Amulet Subdivision and CN's 
Alliance Subdivision). Most of the PRA lines are "stub 
end" lines and contain only a single junction point with the 


basic network. 


All of these characteristics lead to the general con- 
clusions that the PRA lines cannot be operated as an indepen- 
dent sub-component of the prairie rail network, and that their 
consolidation under a single entity presents little or no op- 


portunity for significant cost reducing operational changes. 
RAILWAY VARIABLE COSTS 


The objective of the research undertaken for this re- 
port was to determine the impact that the GHTC recommenda- 
tions would have on the revenue shortfall incurred by the 


railways. As such, it was not concerned with the total costs 


200= 


that would be incurred by PRA, but rather with changes in 


the railways' costs that would result from the formation of 


* 
PRAY 


In this context, there is a significant difference be- 
tween the impact of rationalization and the impact of PRA. 
The changes in costs due to rationalization stem from the 
elimination of cost elements that would be incurred without 
GFationalizationy isc. ,neaquctionsminmthemtotalevarlaplescost 
of producing the transportation service. On the other hand, 
the: PRA ‘proposal tper ise) would not change the physicals seruc— 
ture of the prairie rail network and, for reasons indicated 
previously, probably, would not permit any Significant op- 
erating changes or economies. Until such time as PRA causes 
additional lines to be abandoned, there would be no reduction 


in the total variable cost incurred by the railways. 


In that PRA-wilb contract with the railways for jthe 
provision of certain Services, its formation would merely 
shift the responsibility for coverage of some amount of 
costs incurred by the railways to PRA from either the rail- 


ways themselves or from an existing or proposed Federal 


In addition to the costs incurred by the railways in grain 
transportation that would be charged to PRA under the pro- 
posed contracts, PRA also would incur costs associated with 
other rail traffic transported over its lines and with 


administrative expenses. 
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Government subsidy program. In this respect,. the payments 
made by PRA to the railways for costs incurred in grain 
transportation will be the same as the Federal Government's 
payments to the railways for box car rehabilitation and 
expenditures for the acquisition of covered hopper cars, 
i.e.) itney will “bevcosts: incurred in the (tvansportatronsor 


* 
Stacucony Qrainy by vail. 


The annual costs that would be incurred on the PRA 
lines, like those on any other railway line, fall into the 
two broad categories of those related to the line and those 


related to the volume of traffic transported. 
Line-Related Costs 


With respect to the variable costs associated with 
Statutory grain, PRA would be responsible for the line- 
related variable operating costs incurred on the 2,057 
miles of grain dependent lines included in the PRA network. 
Appendix Q shows the total line-related costs incurred in 
1974 by each railway on the grain dependent PRA lines. 
the total costs of 514.591 million are. comprised of -op- 


erating expenses of $4.081 million, capital costs of $6.848 


SE ee ee ee ee 


* 

See this Commissions Report Volume I, Pages 183-187 for 
further discussion of Federal Government expenditures 
for grain transportation. 
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million, and maintenance and capital shortfall costs of 


53.0602 Million. 


The proposed duties of PRA clearly indicate that GHTC 
does not intend that the railways should be compensated for 
all of the variable line-related costs they incur on PRA 
lines. Specifically, the GHTC proposal limits the PRA con- 
tract with the railways to only the performance of required 


Maintenance. 


The mandate of PRA is to further evaluate the lines 
it would manage and to either designate them as "basic sys- 
tem" lines or authorize their abandonment. In all probabil- 
ity, PRA would not maintain all of its lines at operating 
standards required for an on-going system. That is, PRA 
also would defer maintenance on some of its lines and, 
hence, the maintenance expenditures would not be equal 
to the maintenance cost--a maintenance shortfall would 
exist. The GHTC contemplates the deferral of maintenance 
on some of the lines and, in essence, recommends that they 


be operated on a "going-out-of-business" basis. 


a 


“The maintenance shortfall is defined as the difference 
between the maintenance expenditures incurred by the rail- 
ways and the maintenance expenditures required to perpe- 
tuate existing roadway and related assets at a specified 
operating standard. 


(0 Sis 


The Prairie Rail Authority will have, of course, 

no mandate to operate 'gold-plated' railways. On 

the contrary, and we reiterate, it should manage 

fhe funds entrusted to 10) in such asmantecteacmce 

correlate roadway expenditures with anticipated 

road property service lives, balancing on each 

line quality service for the longest periods 

possible, with minimal residual values in the 

road property entrusted to it. In many cases, 

this may mean continued minimal maintenance and 

low operating speeds.* 

The above quotation indicates that GHTC intends that 
PRA should pay for only that maintenance which the railways 
actually perform on its lines, i.e., PRA payments would 
not include any allowance for the maintenance shortfall on 
those lines which receive minimal maintenance. In its ini- 
tial Inquiry, this Commission concluded that it was appro- 

kk 

priate to include the maintenance shortfall incurred on 
the grain dependent lines in the costs attributable to the 
transportation of statutory grain. That PRA would re- 
imburse the railways for only the maintenance actually per- 
formed does not change the fact that the economic cost in- 


curred would be equal to the expenditures plus the mainte- 


nance shortfall. 


TheAGHTC intent. is*significant.in that it "gequipescsa 


determination of the extent to which the PRA would maintain 


* 
Op. Cit., GHTC, p. 102. See also recommended duty Number 
GO tO. eae 


x* 
The basis £or this conclusion is set, forth at po. 125-127 
of this Commission's Volume I Report. 
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its lines at a normalized maintenance level in order to 
estimate the costs that would be covered under contract to 
PRA. At this juncture, there is no basis for determining 
what .portion.of sthe lines vassigned sto. PRA will, be maintain= 
ed on an on-going basis and what portion will be maintained 
on a minimal going-out-of-business basis. For purposes of 
this study, it was arbitrarily assumed that PRA would main- 
tain (and, hence, pay the railways for) 50 percent of their 
lines at the normalized maintenance level and 50 percent at 
the deferred level. That is, PRA would cover approximately 
$1.646 million of the $3.291 million roadway maintenance 
shortfall that would have been experienced on the PRA grain 


dependent lines in 1974. 


With respect to capital costs, the recommendation that 
the railways lease the lines to PRA obviously is intended 
to relieve PRA from the burden of the capital expenditures 
required to obtain ownership of the lines. In general, the 
terms of a lease arrangement are such that the lessor is 
reimbursed for the costs associated with capital consump- 
tion (i.e., depreciation) and for the use of his capital 


(ices, Capital funds cost) vovermecic termotethesleace- 


a a NR A LER 


* : : : ; 
The normalized maintenance level is defined as the level 
of maintenance wherein no maintenance shortfall exists. 


ea 


Clearly, the nominal fee lease proposed by the GHTC would 
not reimburse the railways for the capital costs associated 
with the PRA lines while they are under the control and 
management of PRA. PRA effectively will be in a position 
of control and management of capital assets that belong to 
the stockholders of CP Limited (CP Rail Lines) and to the 
people of Canada (Canadian National Lines) without the re- 
Sponsibility of payment for the use of those assets. Et 
must be concluded, therefore, that the responsibility for 


coverage of these costs will have to come from other sources 


(i.e., the railways or the Federal Government). 


Based on these interpretations of the GHTC proposal, I 
conclude that the PRA's contracts with the railways would 
cover approximately 39 percent of the total 1974 line- 
related costs incurred by the railways on the grain depen- 


dent lines in the PRA network. 


* 

This report assumes that any issues relating to loss of 
asset value while the lines are under the control and 
Management of PRA will be covered under the contract 
between PRA and the railways. 
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TABLE 26 


Coverage of Line-Related Costs Incurred on Grain Dependent PRA Lines 
1974 Rationalized System 


aR a ae ae 


Amount ($000,000) 
ie | ae i ae (aaa Mia | Meee oe Sy, 


| 
| 
| 
Item | CP | Canadian | Total Percentage 
| Rail | National | Distribution 
| | 
| 


So eS Tl a an ie hie tea aera): MRE Sra 


Costs Included in PRA Contract 


| 
| 
| 
| 
| | | | 
| | | | 
1974 Operating Expenses WSOROGI™ | Soe 200mmieon 4 061. | 28.0% 
Maintenance Shortfall [atu 2oous| QroG3 | 1.646 | Hid ps 8 
Sub-Total [Pe eoaae| 32085 | pe PA og 39.3% 
| | | | 
Costs Excluded from PRA Contract | | | | 
| | | | 
1974 Capital Costs | 3.486 | Ses02 | 6.848 | 46.9% 
Maintenance Shortfall (=O. 962 4 On6oo0 | UAer yom | Ps 
Capital Shortfall [SeOer son On233 0) Oe Leo 
Sub-Total [> 47586" | 4.278 | 8.864 | 60.7% 
| | | | 
Total 1974 Costs IPSbs400 7 tsGclOl = (tSite 5901 : 100.0% 
| | | 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| Source: Appendix Q hereto. 
| 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Volume-Related Costs 


To develop an estimate of the volume-related costs 
that would be covered by PRA contracts with the railways, it 
was necessary to develop the output units that the railways 
would have incurred on PRA lines in 1974. These output units 


were then multiplied by the appropriate Unit costs to 
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estimate the variable volume-related costs attributable to 


operations on PRA. 


The data base available to this Commission permitted us 
to estimate the car-related and train-related output units 
that the railways would have incurred on PRA lines using a 
methodology similar to that described in Chapter II. The 


estimated output units are shown in Appendix R. 


To estimate the total volume-related variable costs 
associated with these output units, it was necessary to make 
assumptions regarding the types of cars in which the grain 
would be carried on both CP and CN, and the horsepower cate- 
gory of the locomotives that would be used by Canadian Na- 
tional. For purposes of this analysis, it was assumed that 
all of the carloads would be originated in box cars and, in 
the case of CN, that the box cars would be split 50-50 be- 
tween the grain box cars and the 45-ton steel box Garo 
And, that all of the locomotive unit miles incurred by 


Canadian National would be in the 8U0-1,399 horsepower 


rating category. 


Canadian National collects their output units and maintains 
their unit costs for four different categories of box cars 
used in the grain trade. As shown in Appendix H hereto, 
the grain box cars and the 45-ton steel box cars were the 
predominant box cars used by Canadian National in 1974. 
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With respect to the output units, my understanding of 
the GHTC proposal leads to the conclusion that the PRA con- 
tracts with the railways would cover only those costs caused 
by the actual movement of the cars on PRA lines. Thus, the 
costs attributed to operations on PRA lines exclude all 
carload-related costs such as cleaning, billing, grain 


doors, and loss and damage. 


Since virtually all of the PRA lines are grain depen- 
dent lines, the volume-related running track and roadway 
maintenance costs were based on the unit costs for such 
lines used by this Commission in its prior cost determin- 
ations. The other output units attributable to opera- 
tions on the PRA lines were multiplied by the appropri- 
ate 1974 unit costs adopted by this Commission in its 
prior cost determinations to develop the estimated costs 
that the railways would have incurred on PRA lines in 
1974. The total volume-related unit costs that would be 
incurred on the PRA lines for the output units identified 
in Appendix R are shown in Appendix S and amount to $2.885 
midlion attributable. tor GPakaria (so. 13 emission) cand sCana— 


dian National ($1.754 million) operations. 


As with the line-related costs, there is some question 


as to whether all of these variable costs would be covered 


“Op. Cinta emer ee 
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under the contemplated contracts with) PRA. (Wor (ine. reacons 
described above, I believe that the variable capital costs 
associated with the investment in PRA running track and 
roadway property and the volume-related capital cost short- 
fall would not be covered. Also, for reasons indicated 
above, it was arbitrarily assumed that only 50 percent of 


the maintenance shortfall would be spent on the PRA lines. 


By their absence from the list of specific items to 
be included under the contracts with the railways, there is 
some question as to whether the $0.733 million of costs 
associated with freight car operation, depreciation and 
investment shown in Appendix S would be covered by PRA. 
However, Since the miles and days incurred in the origina- 
tion of the cars at elevators on the PRA lines and the 
line-haul movement over the PRA lines are readily identifi- 
able and can, with some degree of reasonableness, be at- 
tributed to the existence of the PRA lines, I have assumed 


that the costs associated therewith would be covered. 


* 

While it is clear that the car-miles and the line-haul 
car-days on the PRA lines are solely related to the 
existence of the PRA lines, it can be argued that the 
Cart-days and train ‘switching minutes incurred at ithe 
elevator origins would be incurred elsewhere on the sys- 
tem if the PRA lines did not exist and, therefore, that 


these costs would not be covered under the contemplated 
contracts. 


oy 


In total, it is my judgment that the proposed con- 
tractual arrangements with the railways to maintain and 
conduct operations on the PRA lines would shift the respon- 
Sibility to PRA for coverage of $2.556 million of the 1974 


volume-related costs that would be incurred on the PRA lines. 


TABLE 27 


Coverage of Volume-Related Costs on PRA Lines 
1974 Rationalized System 


| Amount ($000,000) | 
| | Percentage 
Item | | Distribution 
ete ©) | Canadian | Total | 
| Rail | National | | 
| | | | 
ae iP TS ee eee 


Costs Covered by PRA 


| | | | 
Contracts | | | | 
| | | | 
Maintenance Expenses | $0.038 | $0.155 | $0.193 | 6.7% 
Maintenance Shortfall | 0.071 | O05: ele sO. O un Del 
Train Operations (Oso Rimes O06. e(omile204 oo Ay, 
Car Operations tet O9ulens0. 246, [po0.4152" | 14.4 
Capital Costs* PP AWiRei ey 4) O2293— ie 0no9Sa | 200 
Sub-total | 0.981 | ey 52556 88.6 
| | | | 
Costs Not Covered by | | | | 
PRA Contracts | | | | 
| | | | 
Maintenance Shortfall | 0.071 | O07 5k lO es 4on | ot ll 
Capital Shortfall | 0.009 | O2009)) |, e001 si 0.6 
Capital Costs** 020708 05095) # | aeUed oon || yew 
Sub-total Oe] OOn:| Qe l7 Qo O35 2958 | LiL..4 
| | | 
TOTAL els Clel3ieleeol./54 5) oe. Cooma! 100.0% 
| | | | 


es Sens | ee EEE 


*Other than running track and roadway property. 
**Running track and roadway property. 


Source: Appendix S 
ee 


-93- 


Summary 


The foregoing analysis reveals that the GHTC proposal 
for the formation of a Prairie Rail Authority would shift 
the burden of covering $85293 million or 47 percenc or the 
total variable costs attributed to operations on the PRA 
lines from other. sources to the PRA... Overall, the’ costs co 
be covered by PRA comprise less than five percent of the 
total variable costs, that would have been incurred by the 


railways on the rationalized system in 1974. 


TABLE 28 


Coverage of Total Variable Costs Incurred on PRA Lines 
1974 Rationalized System 


Amount ($000,000) 


| 
| 
Item | | 
| CP | Canadian | Tota 
| Rail | National | 
| | | 
a a 
| | | 
bP SS) 925825 0) eae eee 
PRA Contracts | | | 
| | | 
Variable Costs Not Covered | ASO | Up Tg filam | aS 
Under PRA Contracts | | | 
| | | 
Total PRA Lines pense eT. 561) |S 9290) Searles el aa 
| | | 
Total wl. ines Leon ss 22 99S 97069 Sith. 1S 
| | | 
Percent Covered by PRA | Zeon | Sic Os | 3.9% 
| | | 
| | 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| Variable Costs Covered Under 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
, Sources. Tables 22)/"267 anda’ 27. 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
PreeeoeeOs, || 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
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CHAPTER IZ 


RATIONALIZATION AND PRA-- 
REVENUE AND REVENUE SHORTFALL IMPACTS 


Chapters II and III examined the impact that implemen- 
tation of the rationalization and PRA proposals would have 
On the variable costs incurred by the railways in the trans- 
portion of statutory grain. This chapter presents an analy- 
Sis of the impact these recommendations would have on the re- 
venues received by the railways and the impact that the cost 
and revenue changes would have on the revenue shortfall in- 


curred by CP Rail and Canadian National in 1974. 


REVENUE 


In 1974, CP Rail and Canadian National received a to- 
tal of $140.0 million from the users of the service and the 


Federal Government for transporting statutory grain. 
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TABLE 29 


1974 Revenues Received by CP Rail 
and Canadian National 


— 


Amount ($000,000) 


| 
| 
Revenue Source | | 
| CP | Canadian-|> Totar 
| Radi ao Natebon aa a 
| | | 
| | | 
Freight Rates | $46.051 | $41,997 |S 88.048 
| | | 
Miscellaneous Revenues | Om 56e | 2 25 0.379 
| | | 
Branch Line Subsidy [a 2:3 UC" | LO. 4 oe oa Sluedle its: 
| | | 
TOTAL | S6927292" 1-5 707693 [ie SPsor oes 
| | | 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
Source: CCTGR Report Volume I, Appendix F. | 
| 


Br eagiit Rates 


The Volume I Report of the Grain Handling and Trans- 
portation Commission indicates that rationalization should 
not cause any additional increase in freight rates paid 
for rail transportation service from the origin elevator 
to the statutory rate destination. An analysis of the 
reassignment of the statutory grain shipments from ele- 
vators on the lines to be abandoned to elevators on 
the lines to be retained generally verified this conten- 


tion: /=in total,916 aswestimeated that the traffic. shites 


=o65 


resulting from rationalization would cause a reduction of 
$309,000 in freight rate revenues received by Canadian 
National and a like increase in freight rate revenues 


received by CP Rail. 


Under the GHTC proposal, the PRA will retain the dif- 
ferential between the statutory rates applicable from ele- 
vators located on its lines and those applicable from the 
junction point with the basic network. A review of the 
statutory rates reveals that, for the most part, the rate 
that applies from the elevators on PRA lines also applies 
from the junction point(s) of the PRA lines with the basic 
network (i.e., there would be no rate differential and 
therefore no revenue loss to the railways or revenue in- 
come to PRA). In total, PRA would receive approximately 
$161,000 in freight rate revenue from traffic originated 


* 
On rts Lines. 


Miscellaneous Revenues 


In 1974, the grain dependent lines generated $285,000 


in miscellaneous revenue for CP Rail ($114,000) and Canadian 


a 


“tn preparing this calculation, it was assumed that in those 
instances where the rate from the elevators on PRA lines 
was lower than the rate from the junction point, PRA would 
pay the differential to the railways. 
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National ($171,000). The abandonment of grain dependent 
lines would reduce these revenues by $22,000 for CP Rail 
and $69,000 for, Canadian National. The GHTC proposes that 
PRA retain all revenues from land and elevator rentals on 
its lines. The CP Rail and Canadian National grain depen- 
dent lines in the PRA network yielded approximately $23,000 


and $45,000 respectively in miscellaneous revenue in 1974. 


Branch Line Subsidy 


In 1974, CP Rail and Canadian National received 
$51.558 million in subsidy revenues attributable to oper- 
ation of the grain dependent lines. While termed a branch 
line subsidy, the subsidy payments effectively reflect the 
loss (as calculated by the Canadian Transport Commission) 
incurred in the. transportation of statutory grain originat— 
ing on light density lines that are being operated on an 
abandonment or going-out-of-busSiness basis. Because this 
Commission's costs were calculated on an on-going basis and 
because the subsidy reflects both the low revenue received 
from statutory grain and the light density of the branch 
lines, it is impossible to determine precisely what subsidy 
revenue would be lost due to abandonment or to the transfer 
of lines to PRA. The available data indicates that about 25 
percent of the total claimed costs on the subsidized lines 


are line-related. The loss in subsidy revenue due to 
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abandonment was estimated at 25 percent of the total sub- 
Sidy payment times the percent of total grain dependent 
line-miles that would be abandoned. For lines transferred 
to PRA, it was assumed that the subsidy payment loss would 
be equal to the estimated 1974 expenditures of variable 
costs, excluding maintenance shortfall that would be co- 
vered by PRAscontracts. On ‘this basis,  CPaRail sc subsidy 
revenue would be reduced by $1.3 million due to rationali- 
zation and $1.8 million due to PRA. Canadian National's 
subsidy revenues would be reduced by $2.3 million and $4.7 


million due to rationalization and PRA respectively. 


Summary 


Implementation of the GHTC rationalization and PRA 
proposals would have resulted in a reduction of $10.4 
million in the 1974 total revenues received by CP Rail 
and Canadian National for the transportation of statutory 
grain. Of “this reduction, -0 I mitlton reflects sche 


estimated loss in branch line subsidy revenue. 
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TABLE 30 


Summary of Keductions in 1974 Railway 
Revenue Due to Rationalization and PRA 


Amount ($000,000) 


Revenue Source | | 
CP | Canadian | Total 
Rail | National | 
| | 
aacnaa ei eee eae 
Reductions Due to Rationalization | | 
| | 
| “$0,309 | 
Miscellaneous Revenues O.0224 >| 05069" Ie Os09E 
Branch Line Subsidy 1299) | 2.209 | ed04 
TOTAL) SLIGI2°°() S2.6658. IMS3e675 
| | 
Reductions Due to PRA | | 
| | 
Freight Rates 50-000— | aiSO716l a lesOllen 
Miscellaneous Revenues O2023 4 { 02045 1) 0.068 
Branch Line Subsidy E616) © | 43 7O00n Ser iGe LG 
TOTAL | Sl7839 |. $4.906-—“(:S65745 
| | 


*Denotes increase. 


| 

| 

| 

| 

| 

| 

| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| Freight Rates | $0.309* 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| 

| 

| 

| Source: CCTGR 1974 data base. 
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REVENUE SHORTFALL 


This Commission previously found that the combined 
gross revenue shortfall (i.e., the revenue shortfall be- 
fore subsidy) incurred by CP Rail and Canadian National. 
from the transportation of statutory grain on the railway 
network as it existed in 1974 was $139.1 million. The 
net revenue shortfall (1i.se., the revenue shorttal leatter 
subsidy) was $87.5 million. These figures are detailed 
in Appendix U hereto. In light of the GHTC recommenda- 
tion that the present branch line subsidy be eliminated, 
and the problems associated with determining the effect 
of rationalization and formation of PRA on the amount of 
branch line subsidy that would be paid, the analysis pre- 


sented infra is limited to the impact of the GHTC 


‘the capital funds costs for Canadian National were com- 
puted on the basis of the 11.31 percent commercial capi- 
tal funds rate without an allowance for income taxes. 

At the commercial capital funds rate including an allow- 
ance for income taxes of 20.80 (the rate used for CP 
Rail), the gross and net revenue shortfalls each would 
have been increased by approximately $16.0 million. At 
the embedded interest rate of government funds invested 
in Canadian National of 5.94 percent, the gross and net 
revenue shortfalls each would have been reduced by ap- 
proximately $9.0 million. See this Commission's Report 
Volume I, pp. 94-104 dor a discussion Ons the matter oF 
an appropriate capital funds rate for Canadian National. 


“These figures exclude the estimated $2.2 million gross 


revenue shortfall and $1.8 million net revenue shortfall 
incurred by the NAR. 
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rationalization and PRA proposals on the gross revenue 


shortiall. 


Rationalization 


Table 31 shows the estimated revenue shortfalls tnat 
would have been incurred by CP Rail and Canadian National 


if the rationalized system had been fully operative in 1974. 


TABLE 31 


Rationalized System Estimated 1974 Revenue Shortfall 


Amount ($000,000) 


Source: Tables 22, 29, and 30 hereto. 


| | 
| | 
| | 
| | 
| | 
| | 
| | | 
| | | 
| Item | | | | 
| | CP | Canadian | Total | 
| | ERari > | National o] | 
| | | | | 
| | | | | 
| Revenues | | | | 
| | | | | 
| Freight Rates | $ 46.360 | $ 41.688 | $ 68.048 | 
| Miscellaneous | Gals) OeLS4e] 0.288 | 
| TOTAL: | $46,494 .| S$. 41.842 | Segse3sea) 
| | | | 

| Variable Costs | | | | 
| | | | | 
| Line-Related ls. 240425 [SU Taes ho) sso cede 
| Volume-Related | 87.819 | SO.910 | L68e7295|| 
| Transit Traffic | Jigs fits eo doe | aniel || 
! TOPLAS Skis, l22 | S97,000 Nr ool SLO le 
| | | | 

! Gross Revenue Shortfall ln$"68.628 “|S 55.227 luo 2 3.055" 
| | | | 

| Ratio Variable Costs to Revenue | Ve: a | Pie ye al vO 
| 

| | 
| | 
| | 


SO 


After rationalization, CP Rail and Canadian National 
would have experienced a $68.6 million and $55.2 million 
gross revenue shortfall respectively. That is, rational- 
ization would result in a $7.7 million or 10 percent re- 
duction in the gross revenue shortfall actually incurred 
by CPeRail vin 1974.) 9And,;srationalizationsvOuLdsrecu Ltn 
a $7.6 million or 12 percent reduction in the gross revenue 
Shortfall incurred by Canadian National in 1974. The ratio 
of variable costs to revenues, excluding subsidy revenue, 
would decrease from 2.65 to 2.48 for CP Rail and from 2.49 


to-2432+f0or- Canadian National 


For both railways combined, rationalization would re- 
duce the 1974 gross revenue shortfall by $15.3 million or 


ll percent. 


TABLE 32 


Comparison of Gross Revenue Shortfall 
1974 Actual vs. 1974 Rationalized 


i ae) esis ee ae 


Amount ($000,000) | 


| 
| 
Gross Revenue | | Percent 
Shortfall | 
| Actual | Rationalized | | 
| | | | 
| 
CP Rail each Tesh | SL6G.0 | STAT | 10.1% 
Canadian National | 62.88) 5522 | TS Wy alae 
TOTAL (Solo els || Si2onc | S15.3 | Les 
| | | | 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
1974 | 1974 | Reduction | Reduction | 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Source: Appendix U and Table 31. 
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Rationalization and PRA Combined 


If both GHTC's rationalization and PRA proposals had 
been implemented in 1974, CP Rail and Canadian National 
combined would have experienced a gross revenue shortfall 
of S115.8 million. That is, the transfer, of the responsi1— 
bility for coverage of those cost elements described in 
Chapter III to PRA would reduce further the gross revenue 
shortfall experienced by the two railways in 1974 by $8.1 
million over that which would be incurred if only the ra- 


tionalization proposal was implemented. 


TABLE 33 


Rationalized System and PRA Estimated 1974 Revenue Shortfall 


Amount (S000,000) 


Item CP | Canadian | Total 
Rail | National | 


Revenues 


| | | 
| | | 
Freight Rates (Se 6.9360 loS41.52 eH USaeyocod 
Miscellaneous | Osi ra 0.109 | 0.220 
TOTAL los 46.471. [M54] 7636 | -Siicaetuy 
| | | 
Variable Costs | | | 
| | | 
Line-Related (So 22.50) |S 10.4353 Se oe O14 
Volume-Related | 86.838 | 19.3354)166.1-73 
Transit Traffic | Zeo1o. | 1.0437 Daa PAlk 
TOTAL | $112.297 | S$ 91.611 | $203.908 
| | | 
Gross Revenue Shortfall l>-S"65.626. |S 49-975. | -Sli5<s01 
| | | 
Ratio Variable Costs to Revenue | 2A Dll 2 Oia 2.08 
| | 


Source: Tables 26, 27, 30 and 31. 
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Table 34 displays the impact that implementation of 
both the rationalization and PRA proposals @(i.e.y GHIC 
basis) would have on the 1974 revenue shortfall incurred 


by CP Rail and Canadian National individually and combined. 


TABLE 34 
Comparison of Gross Revenue Shortfall 
1974 Actual vs. 1974 on GHTC Basis 
| Amount ($000,000) | 


| 

| 

| 

| 

| 

| 

| 

| 

| | | 

| Gross Revenue | | | | Percent 
| Shortfall \s FLO 7A GHTC | Reduction | Reduction 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Actual sit Bacictt, | 

| | | | 

| | | | 
CP Rail eter her oh ie Siasioones Sic | Leos 
Canadian National | 62.6" BOS =e | 1ZE8 | 20.4 
TOTAL [S13 Oe soe uun Soo.5 | 16.83% 

| | | | 


Source: Appendix U and Table 33 hereto. 


The above analyses do not give consideration to the 
effects of inflation on the 1974 costs. Clearly, since the 
statutory rates have not been increased and since there has 
been a rather significant increase in wage and price levels 
since 1974, the magnitude of the revenue shortfall will be 
substantially greater today than it was in 1974. It is my 
judgment that the 1974 costs have increased by at least 25 


to 35 percent as a result of inflation. As some Ofeens 


oe 


increase would be offset by changes that have occurred in 
themsyetenaesgs, che Calgary—Bdmonton ginverchange)faseuc 
increase in the gross revenue shortfall would be somewhat 


less. 


Because of the existence of this inflation and the 
limitations of the study (1.en, the assumption joOfvanstatuc 
transportation environment), the results of the analyses 
described supra cannot be translated directly into the ab- 
solute dollar impact that the rationalization proposal 
would have on the current costs of transporting statutory 
grain by rail or on the current gross revenue shortfall 
incurred by the railways. However, in relative terms, I 
conclude that implementation of the rationalization pro- 
posal alone would result in about a 10 percent reduction in 
the gross revenue shortfall incurred by CP Rail and Cana- 
dian National and, implementation of both the rationaliza- 
tion and the PRA proposals would result in about a 15 per- 


cent reduction in the gross revenue shortfall. 


If the costing concepts adopted by this Commission 
were applied to the 1977 transportation service provided 
Statutory grain by CP Rail and Canadian National; I esti-— 
Mate that the gross revenue shortfall would be, on an order 
of magnitude basis, about $180.0 million. I estimate 


that implementation of the rationalization proposal would 


EO 


reduce this shortfall by approximately $18.0 to $20.0 mil- 
lion. Implementation of the PRA proposal would further 
reduce the current railway shortfall by $9.0 to $11.0 mil- 
lion by transferring the responsibility for coverage of 


certain railway costs to PRA. 
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CHAPTER IZ 


OTHER GHTC RECOMMENDATIONS 


In addition to the rationalization and PRA proposals, 
k 

the GHTC report presents a series of other recommendations 
which could have some impact on the level of costs incurred 


Or revenues received by the railways. 


These recommendations differ from those discussed in 
the preceding chapters. In most instances, they are more 
general in nature; could be implemented on either the ra- 
tionalized system, the system that existed in 1974, or the 
system in existence after PRA has disposed of the lines 
assigned to it; and they cannot be quantified to the same 
degree as can the rationalization and PRA proposals. Fur- 
ther, many of the recommendations relate directly to other 
components of the grain transportation and handling system 
(e.g., the primary elevator system, Canadian Wheat Board, 
etc.) and, at most, would have only a secondary or tertia- 
ry impact on the railways. The recommendations that have 


i eR 
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the greatest potential for impacting on the railways’ re- 
venue shortfall are those related to changes in railway 
operations and equipment, the Prairie rail network, and 
railway rates. This chapter presents the results of my 


analysis and evaluation of these recommendations. 
RAIL OPERATIONS AND EQUIPMENT 


Most of the GHTC recommended changes relating to rail- 
way operations and equipment are set forth under the sub- 
Category cof Rai lacar Utilization. Before discussing 
these recommendations, it is perhaps beneficial to provide 
some general background as to the significance of rail car 


UtihizationvoniraLlwayucosts. 


Increases in the efficiency of railway car utiliza- 
tion generally result from any one, or a combination, of 


three factors, namely: 


e decreased car cycle time, i.e., a decrease in 
the total elapsed days (or hours) between the 
time a car is placed at a primary elevator lo- 
cation for loading of one shipment to the time 


the car is placed at the same, or another 


* 
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elevator, location £orsloddingsofsthernext 


shipment; 


® increased utilization ofmthe  carecapacity, 
i.e., an increase in the average revenue tons 
loaded into a railway car in the existing 


fleet; and 


@e increased car capacity, i.e., an increase in 
the loading capacity of the cars utilized in 
the grain trade through the replacement of 


existing cars with larger capacity cars. 


Each of these factors have a common element--they will re- 
duce, to a greater or lesser degree, the number of cars 
(and hence, the number of car-days) required to move a 
fixed tonnage. The second and third factors also will 
produce a reduction in the number of car-miles expended in 


the transportation service. 


The GHTC report and the data available to this Com- 
mission indicate that most car-days incurred in the trans- 
portation: ofifstatutory “grarmeeliresthose incurred inethe 
transportation of most otherrconmodities) saremnvelateds to 
the time spent at origin elevators, destination terminals, 
and various yards enroute, rather than the time spent in 


the actual line-haul or over-the-road movement. The GHTC 
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report shows that only 13.5 percent of Canadian National's 
system average car cycle was related to the actual movement 
of the earn These data suggest that only 3.1 days of 
Canadian "National's average 1974 "qrain ear cycle, Ob 22.) 
days, were spent in actual movement. Similarly, this Com- 
mission's data show that only 2.9 days (12.7 percent) of CP 
Rail's 1974 average grain car cycle of 22.9 days, were re- 


lated to the actual movement of the car. 


After rationalization, CP Rail and Canadian National 
will experience average, round trip hauls of about 1,500 
and 1,650 miles per carload of statutory grain, respec— 
tively. A reduction of, say, 300 loaded and empty miles 
per car would result in a decrease of about .6 days per car 
On either railway. Indeed, a 50 percent reduction in the 
average car-miles per car would create only a 6 to 7 per- 
cent reduction in the total car cycle time. Hence, de- 
creases in route-of-movement miles would have virtually 
no impact on the car cycle time or on the number of car- 
loadings required to move a given tonnage of statutory 


Grain. 


* 
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The four-fold increase in the number of government 
hopper cars available for the transportation of grain, and 
the decline in the number of railway-owned cars, will de- 
crease the significance of freight car costs vis-a-vis the 
total variable’ costs inctiured by thesrallways amines 
because the capital cost sassociated with these cars is 
borne by the Federal Government, i.e, the railways bear 
only the repair and maintenance costs. Since capital costs 
are related predominantly to car-days, and maintenance and 
repair costs are related predominantly to car-miles, reduc- 
tions in car-miles probably will have a more pronounced 
impact on the level of future railway costs than will 


reductions in car-days. 


Open Interchange 


The GHTC recommends that the railways generally main- 
tain open interchange points in the Prairie Provinces to 
make available the shortest, least cost route to destina- 
tion. Specifically, they recommend that open interchanges 
be maintained to provide cars originated on CP Lines access 


to Prince Rupert and Churchill. 


ro GE 


General 


The principal reason for interchange agreements be- 
tween railways is to permit a shipper who is served exclu- 
sively’ by¥one railway to ship his traftfiice to ,descuinations 
that are served by other railways. Traditionally, open 
interchange agreements have not been utilized to provide a 
second railway access to traffic originated at a location 
served exclusively by one railway that is destined to a 
point served in common with other railways. That is, the 
use of interchange agreements as a means of improving the 
overall efficiency of a total multi-railway network is 
not a common practice in North America. Even where inter- 
change is provided to permit shippers at locations served 
by one railway access to points served by another, it is 
common practice for the originating railway to transport the 
traffic ‘over,the route that will retain-as muchof the, total 


haul, as possible, on its own lines. 


The railways' general practice of retaining, whenever 
possible, all of the revenue received from traffic origina- 
ting on their lines is probably the historical reason why 
open interchange has not been used to reduce the car-miles 
required to transport statutory grain. However, the revenue 
Shortfall presently incurred by the railways on this traf- 


fic suggests that, today, the railway which would receive 


aa — 


the interchange cars probably would be unwilling to partic- 
ipate in such an agreement. It appears that a policy of 
open interchange would be equitable to the involved rail- 
ways only when there is some reasonable degree of equality 


between: 


@e the number of additional car-miles generated 
on traffic received in interchange and the 
number that would have been generated on the 


traffic delivered in interchange; 


e the number of carloads received in inter- 
change and the number of carloads delivered 


in interchange; and 


e the revenue gained on traffic received in in- 
terchange and the revenue lost on traffic de- 


livered in interchange. 


The GHTC Report Volume I does not specify where the 
general open interchange points should be located, or exam- 
ples of routings where the number of car-miles incurred 
would be reduced substantially through the availability of 
such interchanges. However, there is no question that the 


selective interchange of cars could reduce the total number 


sa io 


* 
of car-miles and, to a considerably lesser extent, car-days 


required to move a given number of carloads from the primary 


elevators to the statutory rate destinations. 


The savings from the reductions in car-miles and 
car-days would be offset, to some degree, by the additional 
switching minutes and car-days incurred in the interchange 
of the loaded car from the originating railway, and the 
subsequent interchange of the empty car back to the origi- 
nating railway. The extent to which the cost increases and 
decreases would be self-liquidating is, on the one hand, a 
function of the magnitude of the mileage reductions and the 
impact such reductions would have on train operations. On 
the other hand, it is a function of the location where the 
interchange would take place and the switching that the car 
would receive at that, or a nearby, location if it moved via 


the single-line route. 


If the interchange is performed at locations where the 
involved railways have existing interchange facilities with 
excess capacity and where, in sSingle-line movements, the 


Originating road would normally switch the car from one of 


* 

As shown earlier in this chapter, a 50 percent reduction in 
car-miles would produce a reduction in car-days of less 
than 10 percent. 
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its trains to anothers, then the cost of interchange would 
be minimized. If on the other hand, the interchange occurs 
at points where interchange facilities do not exist, are 
inadequate, are already at or near capacity, and/or where 
the originating railway would not switch the cars between 
its own trains, then the additional costs of interchange 


could exceed the savings from mileage reductions. 


It is impossible to quantify the savings, if any, that 
would result from open interchange without an identification 
of specific interchange points, and the origin and desti- 
nation locations that would be affected. However, some idea 
of the trade-offs involved can be obtained through an an- 
alysis of the relationship between the costs incurred in 
the switching of a car, and the costs incurred in the 100- 
mile movement of a loaded car. Such an analysis was con- 


ducted under the following assumptions: 


@e the average interchange of a car between two 
railways consumes 10 minutes of switching time 
and one car-day (i.e., five minutes and one- 


half of a car-day on each railway); 


e the reduction in car-miles will cause a reduc- 


tion in train-related output units and gross 


ein general, the costs associated with the switching 

of a car between two trains, of the same railway, is 
approximately one-half of the costs associated with 

interchange switching. 
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ton-miles equal to the average of these items 
per 100 car-miles in statutory grain service; 


and 


@e interchange cars would not be reloaded and 
would be returned to the owning road at the 


interchange point. 


Table 35 shows the results of this analysis. This 
table reveals that the total interchange costs are greater 
than the car costs for a 100-mile, loaded line-haul move- 
ment and are equal to about 80 percent of the car and 


train-related costs. 


TABLE 35 


Comparison of Estimated Variable Costs Per Car 
Interchange Switching vs. Line-Haul Movement 


—_—_--— 


Item | Cost Per Car 
ce | 
ee 
Interchange Switching | 
| 
Car Costs | aoe 
Switching Costs | 27.99 
FOTAT: ee OE SR 
| 
Line-Haul Movement (100 Loaded Car Miles) | 
| 
Car Costs | Sete 
Train Costs | Zo ie 
TOTA Lien S Adland 
| 


Note: Both the interchange switching costs and the 
line-haul movement costs include an allowance for a 100 
percent empty return. The costs are based on a Simple 
average of Canadian National and CP Rail costs. 
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The following general conclusions can be drawn regard- 
ing the economics of replacing 100 loaded car-miles with an 


interchange switch. 


e the substitution of interchange for reductions 
in mileage will be favourable if the inter- 
change occurs at a point where the originating 
Carrier normally switches the car between two 
of its own trains (i.e., the interchange switch 


is in lieu of an intertrain switch); 


e the substitution of interchange for reductions 
in mileage will be most favourable when the 
mileage reductions also cause reductions in 


train operations; and 


e the substitution of interchange for reductions 
in mileage will not be favourable when the in- 
terchange does not replace an intertrain switch, 
and the mileage reduction does not cause a re- 


duction in train operations. 


The interchange of cars between two railways presents 
an opportunity for the incurrence of problems not found in 
single-line transportation. It is recognized that the 
railways occasionally overemphasize these problems in their 


desire to maintain single-line service whenever possible. 
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However, there is no doubt that interline service requires 
ma coordination of activities and communication between the 
two railways not associated with single-line service. The 
problems associated with the interchange of cars in inter- 
line service, compared with those of single-line service, 
are perhaps most analogous to the problems associated with 
the interchange of passengers and baggage between connect- 
ing flights of two airlines located at opposite ends of the 
terminal, compared with the interchange of passengers and 
baggage between two connecting flights of the same air 


Pine. 


All factors considered, I conclude that the establish- 
ment of open interchange points throughout the grain trans- 
portation rail network does not present an opportunity for 
Substantial reductions in the costs incurred by the rail- 
ways. In making this statement, I am aware of the apparent 
success of the Edmonton/Calgary interchange and the fact 
that the railways estimated this interchange would produce 
annual savings of approximately $2.0 million. There is, in 
my mind, some question as to whether the conditions which 
contributed to the success of the Calgary/Edmonton inter- 


change exist elsewhere in the system. 
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Church. 


The proposed open interchange to Churchill is in the 
traditional concept of interchange--it will permit produ- 
cers located on CP lines to ship to destinations located 
on Canadian National lines. Thus, in addition to economic 
considerations, this recommendation must be considered in 
terms “of the-=addi ional £rextorLircy ethat. 1t "would o ive Lo 
the Canadian Wheat Board in their selection of the origin 


elevators for Shipments™to =the pore ror cnurchy ll. 


Appendix T shows a percentage distribution of the 1974 
direct shipment carloads to’ Churchill by subdivisions. “The 
Subdivisions are ranked according to their average loaded 
haul. As pointed out by the GHTC, year 1974 was peculiar 
in- that-all™or*thevqraingshipecdero CuuLechii mwas wbarley. 

I assume that the 1974 origin pattern on Canadian National 
would be somewhat changed under a more normal distribution 
of the various types and grades of grain shipped to 
Churchill. Presumably, the exclusive shipment of barley re- 


sulted in an increase in the*average haul™ to Churchill. 


* 
The railways, in a submission to the GHTC, determined 


that the establishment of an open interchange would result 


i 


“canadian National and. CP Rast, .examinattonror thie Kall 
Transportation of Grain to Churchill, Manitoba, submit- 


tea to Grain Handling and Transportation Commission, 
August 1976. 


ag 


* 
in decreases of 104,000 or 1,295,000 loaded car-miles. 


In terms of the average haul, these decreases amounted to 
between 9.3 and 115.6 loaded miles per car for the 11,198 
carloads destined to Churchill in the 1974-75 crop year. 
GHTC, after adjustment for some discrepancies they found 


in the railway study, estimated that the open interchange 


kk 
would result in the savings of 762,000 loaded car-miles 


--an average of 68.0 miles per car. 


Applying the approximated average relationship of 
interchange costs to line-haul costs, (see Table 35, page 
118), to the maximum car-miles savings estimated by the 
railways, suggests a reduction in 1974 costs of $14.83 per 
aoe At the 1974 volume of 10,499 carloads, an open 


interchange to Churchill would have produced an annual 


anare railways determined the potential mileage reductions 
on the barley shipments to Churchill on two bases. The 
first, which yielded a reduction of 104,000 car-miles, 
assumed that the CP carloads of barley would have origi- 
nated in the same general geographic areas as did the 
CN's. The second, which yielded a reduction of 1,295,000 
Ccar-miles, assumed that the CP and CN carloads of barley 
would originate at the elevator locations most proximate 
POR hunch dele. 


kk ; 
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CalcuLatedsacmeo lows? 541 (23x01 156 minuswooZz veo. Lis 
computation assumes that the interchange would not re- 
place.a transfer of cars. between two trains of the same 
railway, and that the mileage reduction would occasion 
a reduction in thestrain-related output units. 


hPa 


Savings of 0.156 millvon..| The GHIC estimate of reductione 
in loaded car-miles would produce a cost increase of $4.79 


* 
perecal. 


The railway submission to GHTC points up several 
other factors that must be considered in appraising the 
merits of an open interchange to Churchill. For example, 
their submission shows that if the total 1974 shipments to 
Churchill had been originated on the most proximate Cana- 
dian National lines, the car-mile reduction of 1,186,000 
loaded miles would be almost the same as the reduction of 
1,295,000 loaded miles that would have been achieved if the 
shipments were originated on both CN and CP lines closest 
to Churchill «@Simtlariy7> thesmerersnvecunqsoteurabLic fLrom 
CN lines to CP lines in the same general area would produce 


a savings of only 104,000 car-miles. 


While the GHTC Report indicates that they found some 
discrepancies in the railway data, these data clearly indi- 
cate that the establishment of an open interchange to Church- 
ill does not insure significant reductions in the average 
loaded haul, and is not the only means by which the average 
haul can be reduced. 


a 


“calculated as. fotlowsis 54. 236ka0. 680 RmMInuSHhs32 533% 
This computation assumes that the interchange would not 
replace the transfer of cars between two trains of the 
same railway, and that the mileage reduction would occa- 
sion a reduction in the train-related output units. 
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Thee datavaVallablesto. this Commission indicacess thas 
Churchill does not suffer any substantial distance disabil- 


ity vis-a-vis the other statutory rate destinations. 


TABLE 36 


1974 Direct Shipment Statutory Grain Average 
Loaded Haul Per Car By Destination 


———_- 

| Average Loaded Haul-Miles 
| 
Subdivisions 
| 
| 


CP Rail | Canadian National 


Armstrong | XXX | 810 
Thunder Bay | 827 ! 849 
Chureni) | XXX | 921 
Vancouver | 225 ! oo: 
Victoria | XXX | 1,048 
Prince Rupert | XXX | Dal a pe 


Source: CCTGR Volume I, Appendix E. 


Appendix T shows that the seven CN subdivisions closest 

to Churchill originated more carloads of all types and 
grades of direct shipment grain in 1974 than were exported 
throtigheGhunchaliles \litald of thesalo974edirectashipment 


grain to Churchill had been originated on these 


de tos 


subdivisions, the average loaded haul would have been 714 


miles--a reduction of 22 percent, over the. actual average 


loaded haul. 


The fact that all of the grain shipped through Church- 
i111 during the 1974-1975 crop year was barley and, as such, 
it was considered by some not to be representative, and that 
the first ship did not arrive until late August OS” leads 
to the general conclusion that the selection of the origin 
elevators for shipments to Churchill is predicated upon many 
factors and circumstances. As these factors and circum- 
Stances will not be affected by the establishment of an open 
interchange, there is considerable question as to whether 
such interchange would alleviate their negative impact on 


the costs incurred by the railway. 
All things considered, if conclude that: 


e the establishment of an open interchange be- 
tween CP Rail and Canadian National for grain 
shipments destined to Churchill would have an 
insignificant. impact; om themcosts and thesef— 


ficiency of the rail transportation service; 


“Ope Citeepsme0oe 
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@e the economies that would result could probably 
be achieved through a concerted effort to origi- 
nate Churchill grain on those CN lines which 


are proximate to Churchill; and 


e the principal justification for the establish- 
ment of an open interchange for Churchill ship- 
ments must lie with the flexibility that would 
accrue to the shipper--namely, the Canadian Wheat 


Board. 


Prince Rupert 


The establishment of the Edmonton/Calgary interchange 
between CP Rail and Canadian National obviously facilitates 
the opening of Prince Rupert to cars originated on the lines 
Of CP Raa.» Clearly; the cars originating on Ce Rail bined 
that would move to Prince Rupert should be the same cars 
that are handled by Canadian National at Edmonton. Thus, 
it appears that only some modification to the present agree- 
ment would be required to permit cars originated on CP Rail 


lines to be terminated at Prince Rupert. 


The economics of terminating cars originated on CP Rail 
lLines#tatelnince yRupert -in lieu-of iWancouves. (ons tornsthat 


matten, cars originating on CN _lines),.is.aimatter. that cannot 


be evaluated entirely in terms of 1974 operations or faci- 
lities. Table 37 shows a comparison of selected train and 
car-related output units for Canadian National shipments to 


Vancouver and to Prince Rupert. 


TABLE 37 


Comparison of CN 1974 Output Units Per Car 
Vancouver vs. Prince Rupert Terminations 


| Vancouver | Prince | Ratio 

| Terminations | Rupert | Prince Rupert 
| | Terminations | to Vancouver 
| 


Output Units Per Car 


Car-Days | 2001. el 2Os45 | 0.99 
Car-Miles-—Loaded ! 990.9 | yea ey gales , 

Car-Miles--Total | 1,686.4 | 2,042.4 : nee Ak 
Yard Switching Minutes | 44,3 | hee | O56. 
Train-Miles | 24.6 : 3720 | aea%) 
Diesel Unit Miles | 51.4 | 84.7 | alisteye) 
Crew Wages ! $48.41 ! SWANS) ! 1.49 


Source: Derived from CCTGR Report, Volume I, Appendix E. 


The above table reveals that the car-days and yard 
switching Minutes per “car to Prince Rupert tare less than 


those to Vancouver. However, the average loaded haul to 


ce Ol fe 


Prince Rupert was 180 miles greater than it was to Vancou- 
vere “Thisei1c due, to the fact that the distance from 
Edmonton to Prince Rupert is about 210 miles greater than 


tt 1s to Vancouver. 


With respect to train-related output units, the Van- 
couver route was clearly the more efficient route. However, 
Vt cis quitter possitblerthatea signurticant, portion OL enc rare — 
ference was attributable to the substantially lower volume 
of cars that were transported to Prince Rupert (e.g., in 
1974, there were only 12,224 direct shipment carloads to 
Prince Rupert compared to 37,031 to Vancouver). An order 
of magnitude estimate of the impact of volume on the train- 
related output units can be obtained by comparing the rela- 
tionship of the train miles per car to the total car-miles 
per car. The shipments to Prince Rupert incurred 21 per- 
cent more car-miles and 53 percent more train miles than 
did those to Vancouver. From this, it can be concluded 
that about 21 percent of the increase in train-related out- 
put units is due to distance differences, and 26 percent is 


due to differences in the size or weight of the trains. 


If Prince Rupert is to realize its full potential as 
an export grain terminal, the GHTC Report indicates that 


the terminal facilities must be enlarged and modernized, 


Ae 


and must be fully integrated into the terminal network. 
Clearly, the full implementation of the GHTC recommendations 
on these matters would have a significant impact on the cost 
of providing rail service to Vancouver compared to Prince 
Rupert. However, they will not change the favourable dis- 


tance advantage of Vancouver. 


At the present time, it is concluded that so long as 
the Edmonton/Calgary interchange is operative, the sending 
of CP Rail cars to Prince Rupert would cause an increase 
in the costs incurred by the railways. However, should the 
GHTC recommendations for changes at Prince Rupert be imple- 
mented, and an increased volume of traffic be exported via 
Prince Rupert, it may be advantageous to make Prince Rupert 


available to carloads originating on CP Rail lines. 


Elimination of the Vancouver rail cost advantage will 
be dependent upon the extent to which an increase in traf- 
fic volume can reduce the train-related output units per car 
to Prince Rupert, and the extent to which the costs of the 
longer haul, to Puince Rupertecangbesoticetebys thesoreater 
number of switching minutes and car-days incurred at Van- 


couver. With respect to this latter point, it must be noted 


ee ———— 


“op. Cit., p- 228. 
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that the GHTC recommendations for changes at Vancouver are 
intended to reduce the congestion and, hence, the car-days 
and “switching minutes, inclrred at that port. e iboats yim 
provements in car handling at Vancouver will tend to elimi- 
nate the advantage that Prince Rupert has in this area of 
costs and, thus, make its distance disadvantage more pro- 


nounced. 


Railway Equipment 


The Grain Handling and Transportation Commission makes 
three recommendations regarding the cars used or to be ac- 
* 


quired kor use in the transportation Of Statutory wWiragn. 


They are: 


e the government car fleet becomes interchange- 
able between railways and the cars in the fleet 


not be assigned exclusively to each railway; 


e future orders of hopper cars be coordinated 
with PRA and take into account the large propor- 
tion of light carrying capacity lines where 70- 
ton capacity hopper cars are preferable in re- 


placing box, cars? and 


* 
Oper CLC. DD cram. 


aa BONO oe 


e Transport Canada and the railways undertake 
an experiment to modify present box cars with 
roof hatches and end unload gates for use on 


the lighter capacity Prairie branch lines. 


Interchangeable Government Hopper Cars 


It appears that the intent of this recommendation is to 
create a pool of government-owned hopper cars in lieu of the 
present practice of assigning a prorata share of the fleet 
to each railway. Presumably, the cars in the pool would be 


under the direct control of the Canadian Wheat Board. 


The concept of pooling cars dedicated to the trans- 
portation of a commodity or commodity group is one that 
has been practiced in the railway industry for many years. 
There are several conditions wherein the pooling of the 
government cars could reduce the costs incurred by the 
railways and/or the costs incurred by the Federal Govern- 


ment. These conditions are: 


e Should the Federal Government become the sole 
or principal suppliepwoLscarsce lor the; transpor= 
tation of statutory grain, the pooling of cars 


might reduce the total car fleet required. 
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e Should there be widespread interchange of loaded 
cars between the railways, the pooling of govern- 
ment hopper cars could reduce the need for the 


return interchange of empty cars. 


e Should there be a substantial imbalance in the 
timing or location of grain Car originations 
between the two railways, such that one railway 
generally has a surplus of cars while the other 
has a shortage, the pooling of government hopper 
cars would alleviate this situation to some 


* 
degree. 


The extent to which the pooling of the government cars 
would be advantageous is largely dependent upon the extent 
to which the government supplies the car fleet, i.e., as 
the number of government cars in grain Service increases, 


the potential economic benefits from pooling also increase. 


The pooling of government hopper cars should not create 
any undue burden on the railways or on the grain handling and 


transportation system in general. However, to the best of 


“It should be noted that the present agreements between 
the railways and the Canadian Wheat Board provide for a 
change in the number of cars assigned to each railway 
Should there be a change in the annual volume handled by 
each. 
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my knowledge, the conditions required to make pooling bene- 
ficial do not exist to any considerable extent today. 

It is my opinion that pooling would not produce any substan- 
tial reduction in the cost of providing the transportation 


service under extant conditions. 


Future Car Acquisitions 


The GHTC recommends that future car acquisitions take 
into account the needs of light carrying capacity lines-- 
particularly those in the PRA network. While not stated, 
it is presumed that this recommendation refers to future 
acquisition of cars by the Federal Government. Federal 
Government acquisition of cars for use in the grain trade 
is, of course, nothing more than a capital cost subsidy. 
The present agreements between the Canadian Wheat Board and 
the railways provide that the railways incur the cost of 
maintaining and repairing the cars, and the liability for 
the book value of the cars in case they are destroyed or 
rendered unusable. The Federal Government incurs the de- 
preciation andscapital,fundsecosts.) elhus eacethe propor— 
tion of Federal Government cars in the fleet increases, the 
costs incurred by the railways decrease because of the 
transfer of the capital costs from the railways to the 


Federal Government. 
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A 70-ton capacity hopper car, obviously, is a more ef- 
ficient .wehicle.for carrying «diain sthan vis. ano0=tOn vOmsOU— 
ton capacity box car. Conversely, it is not as efficient 
as is a 90-ton or 100-ton capacity hopper car. All other 
things being equal, the acquisition of 70-ton capacity hop- 
per cars would result in a decrease in costs when compared 
to lesser capacity box cars and an increase in costs when 
compared to higher (90-ton and 100-ton) capacity hopper 


cars. 


There is no doubt that, aS pointed out by GHTC, a sub- 
stantial portion of the PRA lines are light carrying capa- 
city lines and, therefore, cannot utilize the 90-ton and 
LQOO=ton Capacity Nopper cars” efficiently, rf at.alle Aicer 
Fationalization, 2,552 miles or lo percent of “the total Cre 
Rail and Canadian National network in the Prairie Provinces 
will consist of light carrying capacity lines. The PRA net- 
work will be comprised of 1,218 miles of light capacity 
line. This is 52 percent of the total miles of line in the 


PRA network. 


* 
All 8,000 Federal Government hopper cars in service today 
are 90-ton and 100° tony capacity cars. 
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| 
TABLE 38 


| 
. . . | 
Capacity Distribution of the CP and CN Rail Network | 
in the Prairie Provinces After Rationalization | 

| 

| 
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Item | 177,000 | 220,000 | 251,000 | 263,000 | Total 
Mee tie reg th alicshs ite iWeck. je ives y f 


| | | | | | 

Rationalization | | | | | | 

| | | | | | 

€P | 55 | eee, 902 atl LOY [aU S4) (P7236) 

CN | 52 1 99% |e? yn ee | ge0) eS OO2 Mel meCe206. | 

TOTAL "= 27332" */25*007aun aOR, [779207 = [al 442" | 

| | | | | | 

Percent Distribution | TSsls 4) Soros Ul Se lero ose elo. Os 4 

| | | | | | 

Miles Assigned to PRA | | | | | | 

| | | | | | 

CP | 85 | Tove 0 | dls) | 867 | 

CN Wees hey) is eu ere 

TOTAL Sel s26 eae ea 0 | aS) 2s 4a || 

| | | | | | 

Percent Distribution | e525 OS ee | ee era oes] ~ | 056%) ALOOLOS | 

| | | | | | 

Miles in Basic Network | | | | | | 

| | | | | | 

CP | 48a) (ue 1956 || LO | 4,019 o|°' 6,369 | 

CN [eV 7006) wit lo ele a!) 3,092" 1 6-729 || 

TOTAL) | ee li4) Ses 56 en OF OT eel 3s 2098. -| 

| | | | | | 

Percent Distribution | Be 5s al B30-SsaLl Osos 7s 60e4s i] 1100. 0¢ ! 
| | | | | 


Presumbaly, PRA will find that some of these lines 
should be abandoned and others should be assigned to the 
basic network. It follows that some of those in the latter 
category: will be upgraded™ total carrying capacity, of (220,000 
pounds or more as will some of those already in the basic 


network. It appears that less than 10 percent of the railway 


Sherer 


mileage would be in light carrying capacity lines after PRA 
completes its mission and after the lines in the basic net- 


work are upgraded. 


As shown by Tables 7 and 9 on pages 37 and 40 here- 
to, only 62,971 or 19 percent, of the, 3257000 "di neccssiio— 
ment carloads carried in 1974 would be originated on light 
capacity lines after rationalization. If the recommenda- 
tions of the GHTC are implemented, the percent of carloads 
originating on light carrying capacity lines should decline 


Signifacantily .oy) 19552 


In my opinion, the car acquisition objective should 
be to replace the aging and obsolete box car fleet with 
90-ton and 100-ton hopper cars until such time as there are 
sufficient cars of this type to serve all primary eleva- 


tors on lines that are capable of handling such cars. 


The 70-ton hopper cars should be acquired only if the 
number of box cars available to service the light capacity 
lines proves to be insufficient. Even then, the decision to 
acquire such cars should be based on the long run benefits 
from upgrading and use of larger capacity cars compared to 
those from retention of existing rail and the acquisition 
and use of lesser 70-ton capacity hopper cars and/or the 


rehabilitation, of pox. cans. 
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Obviously, this recommendation would result in the light 
Capacity lines not being operated at their optimum effi- 
ciency. That is, the use of box cars on these lines would 
not be as efficient as the use of 70-ton hopper cars. On 
the other hand, it will permit the maximization of the 
efficiency of the other lines and, in teunseof wrol bing 
stock acquisition, put the capital investment in the more 


efficient rail wagons. 


Box Car Modifications 


The GHTC recommendation that an experiment be under- 
taken to modify present box cars with roof hatches and end 
unload gates also has as its objective an improvement in 
the efficiency of the cars used on the light carrying 
capacity lines. It is my understanding that installation 
of roof hatches will permit a greater utilization of the 
cubic capacity of a box car and a greater efficiency in 
loading, and that the installation of end unload gates will 


permit a greater efficiency in unloading. 


Increases in the loading capacity of a box car will, 
of course, permit the movement of a fixed tonnage in a 
fewer number of cars. And, it will reduce the car-miles 
and car-days incurred in the transportation service. 


Similarly, reductions in the time required to load and 


oa 


unload a car might reduce the car cycle time and would 
relieve some congestion at the destination terminal by 
increaSing the number of cars that could be unloaded per 


hour or per day. 


The available data does not permit an evaluation of 
the extent to which these modifications would actually 
reduce car-days and car-miles or an estimate of the cost 
of the modifications. In this regard, 1t-ls my cunder— 
standing that the equipment presently used to unload box 
cars at the export terminals would have to be replaced or 
modified in order to unload box cars with end unload 
gates. Thus, it would appear that the installation of 
roof hatches provides a better potential for net cost 
reductions to the system than does the installation of 


end unload gates. 


RAIL NETWORK CHANGES 


This section addresses those GHTC recommendations 
that couldyresult. in, changes to, thes raidynetwork..yBysexs 
tension, these changes also could impact on the costs in- 
curred by the railways in the transportation of Statutory 


Grain. 
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Electrification and Operating Rights 


The GHTC has proposed study and research into the 
feasibility of sthe suse of operating brights dover aseveral 
parallel lines in the basic network and the feasibility of 
electrification of certain segments of the main line system. 
Full implementation of the concepts underlying these recom- 
mendations could have an impact on the costs incurred by 
the railways. However, implementation of the recommen- 
dations *persse would not. = lebeliiceve thateanyeanalysis and 
evaluation of these matters would be premature at this 
time and should await the results of the proposed research 


and studies. 


In passing, it should be noted that any economies of 
operation resulting from electrification would be experi- 
enced by grain traffic as well as other commodities being 
transported on the electrified lines. On the other hand, 
the cost Savings, Shi gony, ec om! theuclosmosolsparalie! 
lines and use of trackage rights would not change the ‘costs 
attributed to grain traffic by this Commission--unless the 
involved lines were classified as grain dependent lines. 
This is because the line-related costs of non-grain depen- 
dent lines were treated as system constant costs and were 
not attributed to grain under the costing methodology 


* 
adopted by this Commission. 


eee CCTGR Report Volume I, pp. 110 and Li for -aamore 
through discussion on this matter. 
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GHintoneasheroLre. Link 


The recommended acquisition of the right-of-way and 
completion of engineering studies for the Clinton Ashcroft 
Link also would not change the railways' costs. The actual 
construction of this link and the possible use of the port 
of Squamish as a major west coast grain export terminal could 
have some impact. The resources and data base available 
to this Commission do not permit a ready evaluation of the 


economic benefits of construction of ‘this Pink? 


My review of the GHTC report indicates that the prin- 
cipal purpose of the link is to provide an alternative to 
the Fraser Canyon route, should such route become blocked 
rather than to provide an everyday service route. If this 
be the case, then, in all probability, the construction and 
maintenance of the route would probably result in an increase 
in costs that would have to be covered by all traffic, in- 
cluding grain. The economic value of the route would be 
dependent upon the extent to which the Fraser Canyon route 
is blocked and the insurance value of having the "back up" 


route available. 


* 
If, as the GHTC report also suggests, the principal 


purpose of the route is to provide the transportation 


* 
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Service required to make Squamish a viable port of export 
for grain and other commodities, then other factors will 
have to be considered. For example, the recommended 
modernization and expansion of Prince Rupert and changes 
at Vancouver should increase the capacity of both ports. 
Whether implementation of these recommendations and the 
addition of another major west coast port for grain ex- 
ports would create costly excess capacity is a matter 


that must be considered. 


Northern Development Railways Department 


The GHTC recommends that Canadian National's 72.8 
mile Athabasca subdivision and Northern Alberta Railway's 
85 miles assigned to the baSic network be combined with: 
the balance of the NAR miles, the Alberta Resources Railway, 
the Great Slave Lake Railway, and the Canadian National 
Sangudo subdivision to form the Northern Development Rail- 
ways Department of the Canadian National Railways. Accord- 
ing to the GHTC Report, this department should be given "the 
maximum latitude for independent action permissible under 


* 
the Canadian National umbrella." 
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This recommendation is conditioned upon the continua- 
tion of the open interchange between the NAR, on the one 
hand, and CP Rail and Canadian National on the other. Un- 
der this condition, the existence of the Northern Develop- 
ment Railways Department should not cause any change in 
the volume of traffic tendered by NAR to CP Rail or Cana- 


Gian National; 


This Commission treated the Great Slave Lake and the 
Alberta Resources Railway as separate divisions of Cana- 
dian National in its 1974 cost determination. The evi- 
dence presented on the costs incurred by the NAR was 
deemed unsatisfactory by this Commission and, of neces- 
Sity, a ratio method was used to produce an estimate of 
those costs. The GHTC received considerable evidence on, 
and devoted several hearing days to, the feasibility and 
economics of the proposal which led to the recommendation 
that the Northern Development Railways Department be 
formed. In that I did not participate in this phase 
of the GHTC inquiry, and for reasons indicated above, I 
do not feel qualified to assess the potential impact of 
this recommendation on the costs incurred by the involved 


railways. 


* 
CCTGR» Report Volume i; pp. 7 len 
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The GHTC Report is silent on the matter of funding of 
the activities of the Northern Development Railways Depart- 
ment. However, in light of their subsidy recommendations, 
it is logical to assume that the Northern Development Rail- 
ways Department would maintain its own books and records 
and that any revenue shortfall incurred by it would be 
covered by a separate "economic development" subsidy pro- 
gram. Such a program undoubtedly would shift the respon- 
Sibility for coverage of some CN and NAR costs incurred in 
the transportation of statutory grain to the economic devel- 
opment subsidy program. This transfer of cost coverage 
responsibility would reduce the revenue shortfall attrib- 
uted to statutory grain. However, like the formation of PRA, 
it would not reduce the costs of transporting statutory grain 


DYobadl. 
RAILWAY RATES 


The GHTC made three recommendations that would im- 
pact on the revenues received by the railways and one 
recommendation that could impact on their historic net 


revenue shortfall. The recommendations are: 


@ elimination of Vstop-ctt charges. lorsstorage 


or milling-in-transit; 


e retention of the statutory rates; 
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® payment of a subsidy to the railways reflect- 
ing the difference between the revenue re- 
ceived from statutory rates and the costs 
incurred in the provision of the transporta- 


tion service: and 


e resolution of claims outstanding under the 


present branch line subsidy program. 


Elimrnation of *Stop-offteCharges 


In this Commission's cost determinations, the costs 
associated with stop-off for storage or milling-in-transit 
were excluded. The rationale was that the rates charged 
for this service were not statutory and, therefore, not 
subjectsto this: Commission's ingquiry.: Accordingly, ‘the 
costs and revenues associated with stop-off were excluded 
from consideration, as were the costs and revenues asso- 


* 
ciated with out-of-route movement. 


In year 1974, CP Rail and Canadian National terminated 


525,500 tons off statutory grain’ tratfice thatiwas 


* 

This rationale was detailed more fully in our Statement 
of Procedures and Issues and Schedule, 16 February 1976, 
which was distributed to all interested parties. See 
also Report Volume™17 eon 1-70" 
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Stopped-off for storage or milling-in-transit. At a rate 

OL MQ cents per hundredweight, the railways received a total 
of about $1.9 million in revenue from stop-off charges on 

this traffic. I have not made a determination of the ‘costs 
associated with the provision of the stop-off but understand 
that the Canadian Transport Commission is currently looking 


Into this matter. 


However, the provision of stop-off service obviously 
causes the railways to incur some additional costs over and 
above those incurred on direct shipment statutory grain. If 
stop-off charges were eliminated as proposed and the addi- 
tional costs associated with stop-off were incorporated into 
the total cost of moving statutory grain, the effect would 
be to increase the 1974 cost estimates and resulting revenue 


SHOrme rat. 


Retention of Statutory Rate 


The GHTC recommendation on the retention of the sta- 
tutory rate can be interpreted in two different lights. 


Clearly, the Summary of Kecommendations implies that its 


cc A LE LL LL 


* . 
Op. Cit., .CCLGK, “Append i750. 
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ae rate was recently increased to 20 cents per hundred- 


weight. 
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intent is to maintain the statutory rates at their present 
levels when it states: 

The Commission recommends: 

1) The retention of the Crow's Nest statutory 

rates. (Emphasis supplied) .* 

However, GHTC also implies that the recommendation 
applies only to the statutory nature of the rate and not 


k* 
the level of the rate. 


Regardless of what rate may be set for the trans- 
port of Grain to, export position Chaterate must 
bevstatutory,,motivariable. «<< aac sHOwethe 2d1E— 
ferences between the new rate [a rate which cov- 

ers the cost of the service] and the Crow's Nest 

rate will be apportioned between the government 

and Ene? pLoducer is, soEscourse, a matteresior 

government decision. ... 

If the existing statutory rate level is maintained, 
then the difference between the revenues received by the 
railways and the costs of providing the service (i.e., the 
gross revenue shortfall) will continue to increase due to 
the influence of inflation. If only the statutory nature 
of the rate is retained, it is possible that the gross 


revenue shortfall would remain constant, would decrease, or 


would increase over time. 


* 
Op. Cite ai mot. 
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Tine ynwetention of only the statutory, non-variable 
aspect of the present rates also would continue the impact 
OL “tha stiractor com themcosts sincumr cdmbys tnerwallwaystarne 
GHTC correctly concludes that such rates make it virtually 
impossible to consider the use of unit trains (or some 
modified version of the concept). 

The unit train concept would not be of much eco- 

nomic value to producers unless a new and marked 

departure in the freight rate structure for the 

Carriage of grain was adopted by Parliament in 

which the mileage-related statutory rate princi- 

ple is discarded. 

The Commission is firmly of the view that the 

variable tariffs which would give plants, capa- 

ble of* loading “unie=trains now or in thes ftuture 

any preferential rate treatment, must not be 

introduced. * 

Obviously the logic behind GHTC's conclusion regarding this 
specific operational change can be extended to any cost re- 
ducing change in railway operations which requires invest- 


ment or the incurrence of additional costs on the part 


of the user of the service. 


I agree with the GHTC"s findings that the true unit 


train concept is probably not feasible within the extant 


re 


* 
Ibid. p. 186. 
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marketing and facilities structure of the grain handling 
and transportation system and that, even if it were, it 
would not "bring about the millennium in the transport of 


* 
Grainaco export) positions.” 


One of the means of reducing railway costs and in- 
creasing car utilization is through’ che opigination, of 
trainload volumes at a single origin location, and the 
movement of the train from origin to destination without 
stopping at intermediate yards, except for removal of bad 
order cars, periodic train and car inspections, and crew 
changes. That this and other possible operational economies 
cannot be achieved under the existing non-variable rate 
Structure must be recognized as one of the costs of retain- 


ing the institution. 


The statutory nature and level of the present rate also 
has some influence on the degree of risk associated with the 
transportation of export grain and, therefore, impacts on 


** 
the determination of the appropriate capital funds rate. 


In a series of five recommendations, the GHTC dealt 
with the present freight rates on rapeseed, rapeseed meal, 


and other rapeseed derivatives. The thrust of these 


* 
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*x* 
See this Commission's Report Volume I, pp. 76-79 for fur- 
ther discussion on this matter. 
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recommendations is to extend the statutory rates to this 
grain where it previously was excluded. It is reasonable to 
conclude that the grain and grain products, proposed for 
inclusion would yield the same average revenue per ton and 
the same average cost per ton as do the grain and grain 
products included in this Commission's cost study. The 
result of these recommendations would be to increase the 


revenues, costs, and revenue shortfall. 


Assuming implementation of the rationalization and PRA 
proposals, it is expected that, on average, for every 1974 
revenue dollar added by the inclusion of this grain and 
product the total variable costs would have increased by 
$2.31 and the gross revenue shortfall would have increased 
by $1.31. The total dollar impact of these recommenda- 
tions is dependent on the number of additional tons brought 


under the statutory rates. 


Railroad Subsidy Payments 


The GHTC recommendation that the Federal Government 
pay directly to the railroads the difference between the 
revenue received from statutory rates and the appropriately 


determined costs of transporting grain, obviously, would 


*seeuTable 339 eee 04 heretos 
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reduce the railways' net revenue shortfall to zero. This 
recommendation has certain other ramifications which should 


be noted. 


If, by costs, the GHTC means the variable costs as 
determined by this Commission, this recommendation would 
put the railways in a position of economic indifference 
to the carriage of statutory grain. After implementation 
of the rationalization and PRA proposals, it is estimated 
that a Federal Government subsidy of Sis cr million would 
have been required to cover the gross revenue shortfall 
incurred) byeCP’ Raile and Canadian National angl97A, sidnelud- 
ing the Revenue shortfall of the NAR and excluding any con- 
sideration of the costs associated with its investment in 
hopper cars and box car rehabilitation, the Federal Govern- 
ment would have borne about 59 percent of the total variable 
costs in 1974 through PRA (4.0 percent) and the grain subsidy 
(55.0 percent). Obviously, as costs increase due to infla- 
tion, the Federal Governments' degree of participation in 
the cost coverage will also increase--unless, of course, the 


level of the statutory rates is increased. 


* 
Fou .tunther digscussionvon’ this*matter, see pages 64, 65, 
and 212 of the: CCTGR Volume I Report. 


* 
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TABLE 39 


Coverage of 1974 Rail Transportation 
Variable Costs 


| Amount Percent 


| 
Item | ($000,000) | 
| 


| 
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Revenues From Users | $ 88.107 | 41.13% 
PRA : 8.054 : 308 
Subsidy (CN & CP) : LU5.801 : 54.1 
Subsidy (NAR) : 21913 | sO 
TOTAL ! S21 45155 ! POOR S 


Source: Tables 31 and 33 hereto. 
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By extension, the Federal Government also becomes 
the only participant in the rail component of the grain 
handling and transportation system that will have a direct 
financial interest in the efficiency of its operation. 
In fact, the Federal Government will become the sole bene- 
ficiary of any reductions in railway costs achieved through 
rationalization or other changes to the railway system or 


operations. 


Putting aside the possible consequences of the amount 
of subsidy, I agree with, and support the finding that it 


should be related to the commodity transported. If, as a 
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matter of public policy, the railways are required to trans- 
port’ grain (or for that matter any commodity) for’ Tess than 
compensatory revenues, the revenue shortfall should be 
covered by a commodity-related subsidy. If lines that are 
uneconomic because of their light density are required to 

be retained in service for reasons of public convenience 

and necessity, they should be covered by a branch line 
subsidy which incorporates payments for the line-related 


costs attributable to their continued operation. 


I believe that the Grain Handling and Transportation 
Commission, and this Commission, have demonstrated that the 
revenue shortfall incurred by the railways in the transpor- 
tation of statutory grain is caused by both "branchness" and 
"grainness." While, with respect to export grain, these two 
problems seem to be one, they are, in fact, different and 


Should be treated separately. 


Branchness is, of course, a problem that is not con- 
fined to the prairie rail network and is not confined to 
the carriage of grain. Branchness is a density problem 
and one which can be, and undoubtedly is, experienced 
throughout Canada in greater or lesser degrees. Further, 
itis not -necessarily ‘confined’ to light density Pines which 
Originate or terminate traffic that have non-compensatory 


Or marginally compensatory rates--though, admittedly, the 
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presence of low rates exacerbates the problems of branch- 
ness. Branchness, by and large, is a problem related to the 
need to provide rail transportation service to particular 
communities or areas. As such, it should be dealt with on 
a nationwide basis and on a basis which truely reflects the 


cause of the problem. 


Grainness, On the other” hand, is/a proplem that isi lo- 
cal to the Prairie Provinces and one that is concerned with 
grain and grain products for export. As such, it must be 
dealt with on the basis of the need for the transportation 
of the commode a the ability of the beneficiaries of the 
transportation service to pay for that service, and the 
impact that its transportation at less than compensatory 


rates has on other .commodities and industries. 


It is my firm and strong opinion that unless the two 
problems of branchness and grainess which, in the Prairie 


Provinces, have become inextricably bound together, are 


‘The issue of need for the transportation service, perhaps, 
most succinctly differentiates the branchness problem from 
the grainness problem in the Prairie Provinces. There can 
be no question that a need exists for the provision of rail 
transportation service to move grain from the primary ele- 
vators to export position. However, the GHTC has found 
no need exists for the provision of rail transportation 
service to some of the areas and communities served in 1974 
and leaves open, for further consideration, the determina- 
tion of whether such need exists for areas and communities 
served by the lines assigned to PRA. 
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separated and dealt with on their own merits, the very pro- 
blems facing the producers, elevator and terminal companies, 
the railways, and the Federal and Provincial Governments 
today will become more, rather than Teer severe. And much 
Of the effort of this Commission, vaSewell as thau Ob ene 
Grain Handling and Transportation Commission, will be for 


naught. 


Resolution of Hiscoguc Subsidy Issues 


The resolution of the issues which have prevented full 
payment of the subsidy claims filed by the railways could 
cause some impact on the net revenue shortfall actually in- 
curbed by the > railways in’ 1974." "From "the GuiTc report; ne 
can be determined that the payments made to CP Rail, Cana- 
dian National, and Northern Alberta Railways in 1974 were 
84.5 percent, 64.5 percent, and 33.7 percent of their res- 
pective claimed losses. Applying these percents to the 1974 
branch line subsidy payments on the grain dependent lines 
provides an order of magnitude estimate of the additional 


funds the railways could receive in subsidy payments. 
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| 

| 

| 

| 

| 

| 

| 

| 

| | 

| | 

| Railway | 

| | 1974 | 
| | Payments | 
| | | 
| | | 
| | | 
(Creag croc. UC ome 
| | | 
| CNR | PAs a lo lala 
| | | 
| NAR | 0.366 | 
| | | 
| TOTAL [s Pete o 2 deere 
| | | 


Amount 


TABLE 40 


Ratio 
Payments 
to Claims 


Estimated Maximum Potential Increase in Subsidy 
Payments on Grain Dependent Lines for Year 1974 


SA Gr re 
(000,000) 


2 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Estimated 
Maximum Increase 
In Subsidy 
Bea 
STOEL 
Oe720 


$20.626 


Should the resolution of the outstanding issues 


between the CTC and the railways result in the railways 


receiving the total subsidy claimed, 


the net revenue short- 


fall actually experienced in 1974 would be reduced from 


approximately $89.3 million to approximately $68.7 million. 


The ratio: of revenue to costs would be reduced from 1.63 to 


approximately 1.42. 


Commission Comment 


While fully aware that the following comments may be 


construed by some to be outside my terms of reference, I am 


compelled to note that present rail rate structure for 
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statutory grain is virtually devoid of monetary incentives 
for efficient use of the transportation resource and, 
perhaps even worse, monetary penalties for inefficient use 


of that resource. 


The very structure of the statutory rates which pro- 
vides for miniscule rate differentials for significantly 
longer movements must, at best, provide little or no incen- 
tive for careful and systematic selection of the primary 
elevator and destination port combinations that will mini- 
mize the car-miles required to transport the annual 


grain volume. 


As noted by GHTC, the statutory and non-variable na- 
ture of the present rates offers no incentives to the ship- 
pers or their representatives to undertake capital expendi- 
tures which would permit economies of rail operation. And, 
in my opinion, the level of the rate offers no incentive to 
the railways to maintain, upgrade, or modernize the road 
property or equipment they provide for the transportation 


OL statucony orem. 


While I understand that there are financial incentives 
from other sources for the prompt unloading of cars at the 
export terminals, there is no such incentive in the rail 


rate structure. ~Unlike, that of most other commodmties, 


=O 


the rate structure on statutory grain does include a provi- 
Sion for demurrage charges. At best, the absence of demur- 
rage provides no additional incentive for decreasing the 


days the cars spend at destination. 


Perhaps the most astounding aspect of the railway 
component of the present grain transportation and distri- 
bution system is that it operates as efficiently as it does 
without such monetary incentives or penalties. While I am 
not qualified to evaluate most of the ramifications of the 
GHTC rate recommendations, I believe their implementation 
will result in a continuance of the insignificant influence 
of monetary considerations on the efficient use and operation 


of the railway system for the carriage of statutory grain. 
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CHAPTER WI 


PRAIRIE RAILWAY LINES - COST PROFILES 


The chapter presents the cost profiles for different 
categories of Prairie railway lines as required by Term of 


Reference 3.5. 


As outlined in the Terms of Reference, the objective 
of the cost profiles is to provide interested parties with 
sufficient detail so they: 

will be able to derive the order of magnitude of 


grain transportation costs for typical categories 
of Line. 


CATEGORIES 


The Prairie railway line network used in the transpor- 
tation of grain can be categorized according to a variety 
of factors. For example, it can be categorized according 
to function (i.e., secondary gathering lines, primary 
gathering lines, and trunk lines), carrying capacity (i.e., 
77000“ 1bs. Y 220,000" best or 255000" bs. ))- use oftthe 
Line by ‘Grain’ traffic’ (ie.4 oraintrabricedensity) ym use*or 
the: Line’ by™all- tratite? (ite. total@trat fichdensity )\, Sor 


proximity (1.e., distance from tne Stavuvory tate destina- 


CAoCnS):. 


ee 


Each of these categorization variables -could have an 
intluence: on the grain transportation costs Incurredsoued 
particular line or line category. For example, carloads 
originating on a line category most proximate to the statu- 
tory rate destinations (or primary assembly/distributron 
yards), probably would experience lesser total grain trans- 
portation costs than would those originating on a more dis- 
tant Line category. Similarly, cartoads -originacing aon 
lines categorized as primary gathering lines probably would 
experience lesser total grain transportation costs than 
those originating on lines categorized as secondary gather- 


ing lines. 


The selection of an appropriate categorization cri- 
terion and the lines to be included in the profiles required 
an interpretation of the objective of Term of Reference 3.5. 
Thus, it had to be decided if the reference to grain trans- 
portation costs related) to) the. total, costs, from ‘origin; to 
Statutory rate destination or to only the costs incurred on 
the line category. Given the mandate of the Grain Handling 
and Transportation Commission to evaluate and recommend 
disposition of 6,283 miles of branch lines in the Provinces 
of Manitoba, Saskatchewan, and Alberta, it was my judgment 
that the intent of the study was to develop the transporta- 


tion costs attributable to only the rail movement on the 
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line category--not the total movement from origin to des- 
tination. I further judged that the study's emphasis 

was to be placed on the costs incurred on grain gathering 
lines of the type investigated by the Grain Handling and 


Transportation Commission. 


For these reasons, and also because of data availa- 

bility considerations, the study base was developed from 

the 125 subdivisions of CP Rail (66) and Canadian National 
(59) which contained the 7,126.9 miles of grain dependent 
lines in the 1974 Prairie railway network. The subdivisions 
were categorized by grain traffic density. Grain traffic 
density was measured by the number of direct shipment statu- 
tory grain carloads originated per mile of grain dependent 
line. Appendix V lists the subdivisions assigned to each of 


the eight profile categories. 
CHARACTERISTICS 


As background to the cost profiles, and to provide 
an identification of the probable cost differences between 
the profile categories, an overview of the average line 
characteristics =p carucharacter metics;, and (train *character= 
istics by profile category and by railway within each pro- 


file category follows. 


so Mey Ee 


Line Characteristics 


The lines in each profile category were analyzed by 


length and carrying capacity characteristics. 


Length 


The miles of line per subdivision varies from 29 miles 
for Category VIII to 86 miles for Category VII. As shown on 
Table 41, those profile categories with the lowest and 
highest density (i.e., Categories I and VIII) also had the 
lowest average miles per subdivision. While the average 
grain dependent miles per subdivision for all categories 
combined are equal on the two railways, there is substan- 
tial variation between railways in four of the eight pro- 


file categories. 


SO. 


TABLE 41 
Prairie Railway Line Profiles 
Miles of Line Per Subdivision 


Category Average 


CP | Canadian | CP & CN 
Rail | National | Combined 


Veo oan Pde hes al | 
Teles Los 3 Sarto 40.8 | 38.6 
Pit. ees olr 4) Oe: | 63.3 
BVG [aera Toes | 62:26 
WE Karr eke FES A725 | 60.0 
Vals: [4356.0 69.6 | 60.9 
Wale Des [Oe wl C725 | S575 
Vet les le Shes 18.0 | 29.4 
| | | 
All Categories | | | 
Combined eos | 56.9 | Sa 
| | | 


Source: Appendix V. 
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Carry ing Capacity 


As would be expected, most of the Canadian National 
lines included -in* the data base are lines with a 177,000- 
pound carrying capacity. As shown by Table eye the light 
capacity lines are predominant in all density categories 
for Canadian National except Categoryeirz-the only cate= 


gory in which CP Rail has any Bight) capacity Tines- 


“The percentages shown in Table 42 were derived by divid- 


ing ‘the miles. of ly9, 000m be capacity ince in secachecate= 
goryby the total miles ot sine wing that ecatesory. 
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TABLE 42 


Prairie Railway Line Profiles 
Percent of Miles with Carrying Capacity 
Gre 73 JU0R Lass 
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Category Average 


| 
| 
Protile Category | | | 
| 
| 
| 


CP |. Canadian, | CP-& CN 
Rail | National | Combined 
| 
Ty \.362.5.5 51 SOs eee | 36.4% 
Pie. | Ore.U | di Zee | 43...4 
5 Os Eas | Og | S91 | 36%9 
IV. [OO aaa 90.8 | 33-6 
Wi [20 07 ee UU a | 4125 
Vil. | Oe | 64.8 | 49.3 
Vid Te [) OS 0A 8 | FEO ORO | 55k 
A fa RG Re ie | 07.0 | TODO | ZO 
| | | 
All Categories | | | 
Combined (a fea bores ese S56 Saul 44-53% 
| | | 


Source: CCTGR data base and Appendix V. 
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Car Characteristics 


The car characteristics developed for this study in- 
cluded lading weight, tare weight (i.e., the weight of the 


cars themselves), and car days. 


Lading Weight 


The average load per car does not vary to any sSignifi- 
cant degree by density category. However, aS anticipated, 


there is a difference in the average load per car originated 
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on each railway that is both significant and consistent among 


the profile categories. 


TABLE 43 


Prairie Railway Line Profiles 
Average Load Per Car (Tons) 


Category Average 


| 
| 
Profile Category oe Fe ee a a ee 
| 
| 
| 


CP | Canadian | CP & CN 
Rail | National | Combined 
| | 
Mk ke 6.2 Bn Pee ee & 
| 9 e/a 54.9 | 
Tt. [aa Gs 5 eel | 5Oee 
NS Ea 60.98 | 54407 | 563.3 
Ive \PEG2 Oa 55a | Sarl 
Vic ("65 . Oe | 55.6 | 58.4 
Vile. Oe ee | SGei2 | b Ose, 
Viele [Pues O ees | 5 ee | 56.0 
VIII. [eeeo 2-0 4 56.3 | 5923 
| | | 
All Categories | | | 
Combined I Aah Se 55.6 | Spall 
| | | 


Source: CCTGR data base 
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Tare Weight 


The tare weight of the cars transporting the grain on 
the profile lines is about the same for all profile cate- 


gories and for both railways. 
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TABLE 44 


Prairie Railway Line Profiles 
Tare Weight of Cars (Tons) 


>——-—- 


| Category Average 


| 
Profile Category | 
i se | Canadian | GPees.2CN 
| 
| 


Rail Wl Nationale) Combined 
| | 
er TSE aE Ra May ce 
lo eas Pag) ay | 2139 
ieee [Peer 2S 4 Zour | 
Peleles | 222) | PRN: | Dhak 
TV ee ae 22:32 | 2201 
Vis | 22 Ae Ze ee | OS ee: 
Vin 2 eet PAIR) | yO sys 
Vi Tals | D229 esl Zoe | Pie digtees 
AY fa i Os | 2230 Z2e4 | 22.4 
| | | 
All Categories | | | 
Combined |? Le2Q2a2e f Z2e2 | 2262 
| | | 


| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 
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| 
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| 

| 
Source: CCTGR data base | 
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Car—-Days 


The available Canadian National data did not permit 
a determination of the average car-days incurred in either 
the origination or line-haul movement of a carload of grain. 
The CP Rail data reveals that cars originated on the lighter 
density line categories generally incurred a greater number 
of car-days at origin than did-those origimated! onmthe 
heavier density line categories. Except for Category II 
lines, the line-haul movement generally consumed about eight 


hours per car. 
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TABLE 45 


Prairie Railway Line Profiles 
CP Rail Loaded Car-Days 


Source: CCTGR data base 


(aT seve 

| 

| 

| 

| 

| a ee ee 

| | | 

| | Category Average | 

| | ey fe Total 

| Profile Category | Aseria: [BCaraDays 

| | | Enroute [erer Car 

| [.O Halceliraee | 

| [Per iCaral ae 0 | 

| | ePGre-Care—|) Pere Ma les| 

| | | | | 

| | | | | 

| ase | 8.6 | UF | 006 | Gie9 

| Stes | 4.6 | tl bem | pa Oe | Bids 

| Tse | On | OF | .006 | 6:55 

| Vs, | Ags], | 03 | 20:05 | S70 

| Vie | 3rd, | 0.4 | ~005 | Aree 

| Vile | 4.9 Ores | BOO | ree 

| VII. | 37 | Doss | “005 | 4.0 

7 Vi Teles | 4,4 | 0.3 | OUy, | al 
| | | | 

| All Categories | | | | 

| Combined | Arcok: | Ox | -006 | 4.4 

| | | | | 

| 

| 
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Train Characteristics 


The train run data of CP Rail and Canadian National 
were reviewed and analyzed to develop the motive power and 
size characteristics of the trains that operated on the 


profile lines in 1974. 
Diesel Units 


These data show that, on average, CP Rail and Canadi- 


an National powered the trains operating on the profile 
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lines..with 1.5 and 2.2:diesel units respectively. The 
average locomotive units per train did not vary substanti- 
ally,from the average. for any.of the profile categories 
except Category I--the trains that operated on the lines 
in this category had an average of only 1.1 and 1.4 diesel 


Ulbeo. Der Liat. 


TABLE 46 


Prairie Railway Line Profiles 
Average Diesel Units Per Train 


Ne 


Category Average 


| 
| 
Profile Category | | 
[faCP-—t-Canagdtrate) tor mat 
| Rail | National | Combined 
| | | 
Se Cael a ia nT States 
| bel | Les godk | Led 
al as doe 3 tat 2.22 | Zed 
eels. | ee One| Piel | Leg 
IV. [eee akd Snip Pee) | pee 
ie (hi aie Bares 2:2 | 2arl 
Melee LP eden 8 ian | PTs) 
Webel ae eS on Digid | de 9 
VELL. ete a 2 | Ly. 
| | | 
All Categories | | | 
Combined ec Dace | 2.00 
| | | 
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| Source: CCTGR data base 
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TrainoLZe 


The average number of loaded and empty cars per train 
tends to be greater on the higher density profile categor- 


ies for both railways indicating some relationship between 
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volume and size of the trains. Also, the average number 
of cars per train on lines served by Canadian National 
generally is greater than the average number of cars per 


train on lines served by CP Rail. 


TABLE 47 


Prairie Railway Line Profiles 
Average Number of Loaded and Empty 
Cars Per Train 


Category Average 


| 
| 
Profile Category | | 
wieO PeeuliCGanad animale CP & CN 
| Rail | National | Combined 
| 


lb; si 10a] Doe ier dire] espe area taal 

Te Le eluon.5y | 20) | VA Views! 

Abily bic tele aga my Sh fisg | Shes syle 

Tee ee Ae eal Spee VAS WAY | | 2Oiens: 

Vv [za Or 2050 | Zo .0 

Whe (ees 5 ag Gu a ASP | Bes 

Veres [36,07 | tT feo | 45.6 

Viel hee Casco Oat 20.7 | Pa pee 

Whi diditas [a2 6.267 | DAS Neied | | 29.3 
| | | 
All Categories | | | 

Combined PSs a 3.6.93 | Boo 
| | | 
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| Source: CCTGR data base 
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Train Weight 


In most instances, the average weight per train varied 
about the same degree among the profile categories as did 
the number of cars per train. Where this relationship did 


not hold, further research indicated that it was caused by 


Salons = 


a difference in the proportions of loaded and empty cars 


in the trains. While the Canadian National trains tended 


to be heavier than those of CP Rail, the relative differen- 


tial in train weights between the two railways was only 


abpouc, male the relative ditferential “in Gne number OG cers 


per train--a fact which obviously reflects the higher load- 


ingwol the CP Rail’ cars. 


TABLE 48 


Prairie Railway Line Profiles 
Average Train Weight 


Category Average (Tons) 


| 
| 
Profile Category [eo be ll oe, oe | ee 
| 
| 
| 


CP | Canadian | CP & CN 
Rail | National | Combined | 
| | 
ies | O35") 5.096 17014 
Lethe | S615" |be- leo |) 0430 
eles ee 1 O%3 al Lae | brood 
sO AR ie ocean Wty ao (F-eesG4 
Wie \eeZeo47 a) PA SAUS HR | BGAN 8 | 
Wits Pee C Rs iia 272329 | Pp IAG D: 
ORE [Pl 4 2earl Oe 7 ee | 
Wee le te ela Ol Se G o [eee S73 | 
| | | 
All Categories | | | 
Combined [piles Oa ipl Ay wy | 17079 
| | | 
| 
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VARIABLE COSTS 


This section presents the 1974 line-related and volume- 
related costs incurred in the transportation of grain over 
the lines in each profile category. Due to the differences 
in operating characteristics between the railways and the 
differences in unit cost characteristics, the costs were 
calculated separately for each railway within each profile 


category. 
Line-Related Costs 


Appendix W hereto shows the line-related costs per mile 
of road for each of the profile categories. Overall, this 
Appendix shows the costs on CP Rail lines to be about $1,000 
per mile higher than those on Canadian National lines. 

This difference is due to differences in capital funds costs 
which is caused by the use of a higher capital funds rate 


* 
for CP’Rarl’ (20. 80%)"than tor Canadian’ National’ (11. 3i3%). 


“See this Commission's Volume I Report, pp. 101-102 for 
further discussion on this matter. 
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TABLE 49 


Prairie Railway Line Profiles 
Total Line-Related Costs Per Mile 


Category Average 
(Dollars Per Mile) 


CP | Canadian | CP & CN 
Rail | National | Combined 
| | 
[230] aL Ea awe ea. 
PES 0.02 4 roe 5,3) 8) | $55 19./ 
55 | 6) O07 4,819 | Se oAS 
1 | 6,247) | 4,926 | 57 Od 
EVE | OW PAST | a | ous 
WEA | 5, 609 41 5y 0 2k | ee eke 
Vi. | 53 9.6.04 4,962 | D7 UiGo 
VIL. | Oro Oe Sere) | 5, O02) 
977 ea Ba Be | 52's Osea Ay Bie | SL os 
| | | 
All Categories | | | 
Combined | $6,048 | $4,959 | ONES 1S he 
| | | 


Source: Appendix W. 
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The roadway maintenance expenditures (including over- 
head) of Canadian National were about $700 more per mile 
than were those of CP Rail. The expenditures of both rail- 
ways on the lowest density lines (i.e., Category I) are 
substantially less than those on the other lines. For 
other than the Category I lines there is no marked trend 


towards greater expenditures on the higher density lines. 


le 
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TABLE 50 
Prairie Railway Line Profiles 


1974 Line-Related Roadway Maintenance 
Expenditures Per Mile* 


Category Average 
(Dollars Per Mile) 


| 

| 

| 
ProfilégGategorveslicmaneaeelinnn bani tel; 

| 

| 

| 


CP | Canadian | CP & CN 
Rail | National | Combined 
| | 
"aij feng aeons | GAREY ae emia een tg ace 
[ores SOM aes eB 6 2m® ra Seen 35 
ae ie | bb, 369 | 2 pues | Py A0) 
Ply. | lies 5 9-e {Eisiets: | eos 
EN | L389... 2 pao | 2,089 
Vee L,069. | Liye | Lae 7 
VE. | Boras 2 Oe | 1, 640 
Vie. | EFo6S | PAA ol sal | 1,945 
VEL Doe | 934 | 2,544 | ee Ot 
| | | 
All Categories | | | 
Combined eS ies 305) $2,084 | a iaey ia 
| | | 


*Includes roadway maintenance and overhead. 


Source: Appendix W 


— 
e 


In 1974, this Commission found that the average line- 
related normalized roadway maintenance costs including 
overheads was $3,171 per mile for Canadian National and 
$3,550 per mile for CP Rail;. Comparing ‘the expenditures 
for each category shown in Table 50 with the average normal- 
ized maintenance costs reveals that the CP Rail maintained 
its lines in only one profile category at more than 50 


percent of the maintenance requirement. On the other 


aly oi: 


hand, Canadian National maintained its lines at more than 
50 percent of the maintenance requirement in seven of the 


eight profile categories. 


TABLE 51 


Prairie Railway Line Profiles 
Percent of Actual Expenditures to 
Normalized Maintenance Requirement 


| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | | 
| Category Average | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 


| 
| 
Profile Category | | 
PP aGP | Canadian 
Rails | National 
| | 
SS ae 
ie | 9.9% | Pha ra 
PL, eetereen ne || 64.4 
Els eo oo. ae 59.4 
TV. ae ek aah FOco 
Vi oO ree 64.7 
Vir P3030 65236 
Wilets [Sia eee Giga 
Welet I. De 26 3a B02 
| | 
All Categories | | 
Combined [ a3'Oi ome 6567 
| | 


The line-related costs dramatically display the impact 
of volume on the per car costs incurred by the railways in 
grain transportation. Given that the profile lines, by defi- 
nition, are dependent upon grain for their continued exist- 
ence, some idea of the effect of volume can be obtained by 
dividing the average line-related costs per mile of roadway 
(Table 49) by the average number of grain car loads per mile 
of roadway (Appendix V). Table 52 displays the results of 


this calculation. 
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TABLE 52 
Prairie Railway Line Profiles 


Total Line-Related Costs Per 
Statutory Grain Car Originated 


Category Average 


| 
| 
| 
Profile Category | CP | Canadian | CP & CN 
| 
| 


All Categories 


Combined 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| = 4 5 
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Rail | National | Combined 

| | 

Sarees ey. ae ei ct ie eee 

es laS2,223m9S45 229 | Slee 
Leite | S155) 574 | 668 
Cias | 5 2iyeil 379 | 460 
ry | 368 | PAIRS | 332 
V. | DAS) 7 222 | 235 
VE | 196 | 184 | 187 
Vide | 17 3a "| 150 | 161 
Vii. | 104 | 108 | 105 

| | | 

| | | 

| | | 

| | | 


Volume-Related Costs 


The volume-related costs are influenced by several 
factors including the characteristics of the train in which 
the cars are transported, the miles of haul of both the 
cars and the trains, the tare weight of the cars, the weight 
of ‘thet lading? and ithe) Car-daysi ateornrigan and) enroute... in 
order to eliminate the influence of mileage differences 
among the profile categories a model was developed which 


assumed the following conditions for each profile category: 


so here 


e A loaded haul of 50 miles per car. 
@ A train run of 100 miles in each direction. 


e A 100 percent return of the empty cars. 


In essence the volume-related costs for each profile 
category are predicated on a movement of 100 car-miles (50 
loaded®car-miles-and. 50 empty car-miles) for varpcarload of 
Grain that Originated at the mid-point of sae lo0-mile sub— 
division that was served by a train run of 100 miles in each 
direction. The= train and car characteristics for each) pro— 
tile category described supra were applied to this standard 
model to develop the train-related and car-related output 


units per carload. 


The 1974 unit costs this Commission found appropriate 

For costing of grain traffic transported in box cars were 
then applied to the output units to develop the total volume- 
related variable costs per carload. Appendix X hereto dis- 
plays the volume-related, variable costs per carload for each 
profile category. In reviewing this Appendix, it should be 
noted that the operating expenses attributed to freight car 
Operations includes several cost elements (e.g., car clean- 
ing and grain doors) that are related to carloads rather than 
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* 

Due to thevlackeon cam day data sfor Canadian Nattonalleithe 
CP Rail average days per car at origin for. each profile 
category was used for Canadian National shipments. 


Or 


car-miles and car-days. The volume-related costs are sum- 


Navazedmein. table sab 
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TABLE 53 


Prairie Railway Line Profiles 
Volume Related, Variable Costs 
Per Carload 


SESE EEEEEEEEEEEEE Ieeeeeeeeeeeeeeeneeee 


Category Average 


| 
| 
Profile Category [rete ees| cere eemet) te a ee 
| 
| 
| 


CP | Canadian | CP & CN 
Rail | National | Combined 
| | 
a ae a Ses Tt kar eee | ee IP eee Oe 
ie ESI 0L65 sis O95 Ole late al 4a: lon 
1 al [eI sSOe sor 1oeaae | 99.75 
Tony, lee lec Oce.2en SUA ome lee LOS. 22 
AvEA | SEO 5 6c 1945" | 98.14 
ve | OF Ad oe 69.94 | 86.11 
vA! gee Oil ya, 0.0ae lO Ae hse? 
Viledies [eh0S 236. 81.44 | 92225 
WAGE. eR. 0 Ome YO Cadena 99.90 
| | | 
All Categories | | | 
Combined (o2035.425) | °98:/4.04> -| S589. 31 
| | | 


Source: Appendix X 


The substantial difference in costs per carload between 
CP Rail ands CanadianpNavionalsshownsen) lable oo sabe, e Lor acne 
most part, caused by the difference in the capital funds rate 
used for each railway and the heavier loading of the CP Rail 
cars. Table 54 displays the variable, volume-related costs 
per ton, excluding capital funds costs, for each profile 
category and shows that the overall average difference per 


Eon iS) Onl Ve l/> O0sCcents. 
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TABLE 54 


Prairie Railway Line Profiles 
Operating Expenses and Depreciation 
Per Ton 


Source: Appendix X and Table 43. 


| | 
| | 
| | 
| | 
| | 
| une 

| in) ee | 
| | Category Average | 
| [ele ee ae | 
lNeProt ilesCateqory sims s | | 
| i SCR | Canadian | 
| lf Rail” |4Nationalk | 
| | | ae | 
| | | | 
| ays le oilecoe atl Siler 46. ¥| 
| s Ba bs eed beret ot VO) Sie 
| Telit fe beGoyea| 5 ae 
| nave Vi leee oe al ‘Lean ae 
| Ve [Sze | ee eee 
| Wales | Peeee| d Lael Es) | 
| VIE. | Ne ya MRS ga) | 
| Vie iol. | ileer4 beat 1223 | 
| | | | 
| Average All | | | 
| Categories as diag | Savas : 
| | 

| | 
| | 
| | 


Summary 


Table 55 presents a summary of the 1974 variable 

costs per ton by profile category and by railway. For pur- 
poses of this summary table, the volume-related, variable 
costs shown in Appendix X were divided into those that are 
predominantly mileage-related and those that are predomi- 
nantly related to carloads. This latter category includes 
all of the operating costs listed under the carload sub- 
category plus the car cleaning and grain door costs listed 
under the freight car operations sub-category. The line- 


related costs per car originated (Table 52) and the 


aol 


volume-related cost per carload (Appendix X) for each 
profile category were divided by the average load per car 


forweach) profalleicategory i @ables43)a ito develop the costs 


Per con. 


TABLE. 55 


Prairie Railway Line Profiles 
Average Variable Cost Per Ton 


Category Average 


Profile Catergory 


| | | | 
| | | | 
ibe [pets Si ee245 sleds le. 3008 |S sar Si0y Whit 510,914 3 
Leite | P29 3m | ie Sial | Fadi.) | 55.0,0 
JETER | 8.56 | ie20 | A ifey) a4 10.54 
DRY hes | simusney || 99 | Sake | HGS 
Vi | Sha]? ae © ELT! | BI) | 5e02 7 
| SEL - 86 | ae. | 
WALIES | 2 63sel 200 ¢ ol Bie * ol 4.24 
Viel re | LeaGioee 296 a a7 | 3.41 
| | | | 
All Categories | | | | 
Combined | Saad 4. CaP Aiieke, | Sales se | Si eOis.7 
| | | | 
Canadian National | : | : 
| 
Te [Noes 22.0988 |mo ee oten | Cees, 4 Oaks [mora 0.1 
EA | OSA 2a 5 | ~ 49 | PU eis 
ita Pass | 6.93 | -98 | 49 | 8.40 
LW | BO 2 94 | re re 6835 
Ve | 3 99a asa | 49. | Sey ao: 
VAC. | See | di sies O| | 4.53 
Viel. | D2 eke s49>5 "| 4.19 
Vist, | eo 2e4| 88 | - 48 | Shas: 
| | | | 
All Categories | | | | 
Combined [eaS Al One| Sito aes} | Syecrag : Sono 
| | 


Source: Tables 43 & 52 and Appendix X. 
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The data in Table 55 reveal two significant) features 
of the costs incurred om the grain dependent. lines aaeiic 
first Gs that the line-related ‘costs constitute the most 


significant cost element (see Table 56, following page). 


Second, there is considerable difference in the 
variation of the cost components among the profile categor- 
ies. The line-related costs per measurement unit (i.e., 
tons) have a direct and inverse relationship to density. 
However, the volume-related carload costs have virtually no 
relationship to density. And, the volume-related mileage 
costs have some relationship to density. Due to the rela- 
tive magnitude of the line-related costs, the total variable 
costs also have a direct and inverse relationship to density. 
These different relationships to density are displayed by 
Table 56 (page 182) which shows the ratio of the costs per 
ton for each profile category to the costs per ton for all 


profile categories combined. 
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TABLE 56 


Prairie Railway Line Profiles 
Distribution of the Average Variable Costs Per Ton 


—---__----___— 


DIStripbucionwoOraVanteblerCostorerersilon 


| 
| 
| | 

Profile Catergory | | Volume-Related | 
| | | 
|eRélateds ("a> bi qaepiersol 
| | Mileage | Carload | 
| | | 


CPa Ral 


| | | | 
| | | | 
Lye | 94.43% | Soe | is | LOOS0s 
1s | Soe 2 | es hagoll | speek | TOO. 0 
5 is Wee | Sez | 4 | 7.4 | LOO 
Ae | ae wee etl 30 ja 12 0 eael0.0%.0 
C2225 |- 14.6 a ee) lee 0.000 
Vie | £66 4.0 lee 820 tae 6 5-U | 
Vibes | 62.0 | 20.8 | Liked | LOO. 
ViITI2 \s 849.3 i. b2852 ieepeee eel OOO 
| | | | 
All Categories | | | | 
Combined | al AeA See ele Beer eos | ee LOO Oe 
| | | | 
Canadian National | | | | 
| | | 
Tes | 95.55 | 4.73% | 2.0% | 100.0% 
EA | 87.9 | stad) | peat | 1.0.00 
Teele [eo2ao ee ci ay | S70 POO 
DVes | eT At) | Lae | fleet | LUO TO 
Ve |) =a O00 | elkaas/ | Ore GOR 
VIX | T2e2 | NCW he | ORG | LOO@0 
ole | 64.9 | 23.4 | ahs 7 | OOO 
Vii dete | 58.6 | 26.6 | 14.6 | OR 
| | | | 
All Categories | | | | 
Combined | 1528% | 15.43 | 8.8% | 100.0% 
| | | 
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| 
| 
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| 
| 
| 
| 
| 
| 
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| 
| 
| 
| 
| 
| 
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| 
| 
| 
| 
| 
| 
| 
| Sources. “Table 55. 
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TABLE Soy) 


Prairie Railway Line Profiles 
Variation in Variable Costs 
Per Ton Among Profile Category 


Sa a SES esa | 
Ratios Individual Category to All 
Categories Combined 


| 

| 

| 

| 
Profile Catergory | Volume-Related 

| 

| 

| 

| 


Sources “Table 55 


| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | 
| | | | 
| Line- | { Sota wel 
| Related | | | | 
| | Mileage | Carload | | 
| | | | | 
| | | | | | 
| CP Rail | | | | | 
| | | | | | 
| lige | 1206 | 1258 | Bae | 6.19 | 
| bt | Z2el3 | 1.49 | Gaol | 2 ool 
| Lee | Leow | L236 | 1.04 | Vasa ge 
| LV. | be 24 | Laks | Loo | bined | 
| Ve | 230 | Pacts | sore | Aas HE | | 
| V Tes | -67 | AAC owe | 1.0 | sa Rene 
| AY a ge | Rok | L'00 | 77] | ao ty | | 
| VT Teg | a5 ds ie 09° ¢ | 150 Sehanh $54 a8 
| | | | | | 
| All Categories | | | | | 
| Combined | 0:0 | OO | 00 | Eo00 | 
| | | | | | 
| Canadian National | | | | | 
| | | | | | 
| Lye | he a | 1£.33 | ‘Le OO | 4.34 | 
| nie ts | 2.49 | yD EY | ee) | 2.14 | 
| Dic he: | 1865 | Lats | 1.00 | Lie | 
| Le | Thue | Le ae | P00 | eds | 
| rs | Abe he, | a al | LON: | Tees lis | 
| Mie. | Bi ie! | 7oO2 | 698 | risiys | 
| Vales | .605. 11 Stee 10.0. =a 3 On 
: Vict, | - 46 | 1.04 | 298.0 559 | 

| | | | | 
| All Categories | | | | | 
| Combined | 180.0 | Pao | ee 00 | PaO | 
| | | | | | 
| | 
| | 
| | 
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The features of the Prairie railway line profiles dis- 
played above lead to two conclusions relative to system ra- 
tionalization. Rationalization of the Prairie branch line 
network will result in a greater concentration (i.e., 
greater, grain.density) ‘for the, lines that will remain in 
the network. As shown above, the line-related costs per 
measurement unit are extremely sensitive to changes in 
density. Thus, line abandonment will cause a significant 
reduction in the line-related costs per carload and per 
ton--particularly if the grain dependent lines retained in 
the system experience an increase in density as a result. 
Conversely, the volume-related costs are not nearly as 
sensitive to changes in density. This leads to the conclu- 
sion that they should not be afforded much weight in deter- 
mining which lines should be retained in the system. These 
conclusions, in turn, lead to the more generalized conclu- 
sion that the historical costs of providing service on 
individual lines or line categories are not of particular 


significance in the rationalization process. 
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ALL OF WHICH I RESPECTFULLY SUBMIT FOR YOUR EXCELLENCY'S 


VAL ZEr, 


Commissioner 


CONSIDERATION 


APPENDICES 


APPENDIX A 


Summary of 1974 Revenues Received and Variable 
Costs Incurred by CP Rail and Canadian National 
for the Transportation of Statutory Grain 


Amount (Dollars Shown in 000) Reventie/Cost 


fvem GE Canadian Tora Nee ee ah 
Rail National Wises MG ehh 


Statutory Rates S$ 88,048 
Branch Line Subsidy - Grain Dependent Lines 51,558 
Miscellaneous - Grain Dependent Lines 285 
Miscellaneous - Other 94 


Revenues 


Total Revenues $139,985 
Total Revenues Excluding Branch Line Subsidy 88,427 
Variable Costs 


Line-Related Costs - Grain Dependent Lines Se 5247 


Volume-Related Costs 


Running Track and Roadway Property 
Grain Dependent Lines 1591: Les Zse wees Le - 66 
Other Lines WAS ZA 11,008 235/29 ~45 
Total 1A SL i265 SIS}5) 26,647 ole 


Yard Track and Roadway Property ibs tey lal 2,004 Bio thls 735 
Train Operations 31,746 34,288 66,034 - 06 


Yard Operations 5 7s 6,996 12,709 5S 


Freight Car Operations 26,354 22,468 48,822 295 
Other Cost eMeRE GL 8,028 4,160 12,188 -19 
Transit Traffic Costs 2,903 1,850 45155 16 
Total Volume-Related Costs 90,867 84,101 174,968 519.48 
Total Variable Costs SLA, S338) |) SUOL SOI || S227 5 SS $675.49 


Cost/Revenue Ratios 


To Total Revenues 
Total Variable Costs 
Total Volume-Related Costs 


To Revenues Received from Users 


Total Variable Costs 
Total Volume-Related Costs 


To Statutory Rate Revenues 
Total Variable Costs 
Total Volume-Related Costs 


* : 
Includes depreciation and capital funds cost for signals and communications. 


Source: Columns 2-4, CCTGR Report Volume I, Appendices E, F, K, M, and D. 
Column 5 - Total Revenue or Variable Costs (Column 4) divided by 336,813 Total 
Direct Shipment and Transit Carloads from CCTGR Report Volume I, Appendix D. 


APPENDIX B 


Summary of Car and Train Output Units 
Incurred by CP Rail and Canadian National in the 
Transportation of Direct Shipment Statutory Grain 


1974 Output Units 


“coon tion 
Item 


Per Per 
Total Carload Total Carload 
Terminated Terminated 

Car-Related Output Units 
Carloads Terminated | 160,431} xxxx 166,104 XXXK 
Carloads in Box Cars | 138,745 0.86 1525255 0.92 
Carloads Requiring Grain Doors > | Lav eee O283 152,253 0.92 
Car-Days (Loaded & Empty Cars) 8,679,210 PLES Bh hone Zeal 
Loaded Car-Miles | 137,379,406 856.3 151,776,684 2 fh hae 
Empty Car-Miles | 113,626,524 708.3 121,791,461" (SS 
Total Car-Miles 251,005,930] 1564.6 273,568,145 | 1647.0 
Tons Carried 10,460,373 GSy2 9,603,906 57.8 
Net-Ton-Miles (Contents) 8,992,224,000 56,050 8,794,106,000 | 52,943 
Gross-Ton-Miles (Cars & Contents) | 14,746,743,000] 91,920 15,047,394,000 | 90,590 
Switching Minutes (Train Locomotives) 624,037 3.89 810,654 4.88 
Swtiching Minutes (Yard Locomotives) 5, 229,019 S259 6,000,745 36.13 
Switching Minutes (Total) Dy 002,650 36.48 6, olLLy397 41.01 
Train-Related Output Units 
Train Miles PAS SW roe Td ie.3 37,956,270 | 23.8 
Train Hours 133,896 0.83 on pubes 
Crew Wages (S$) 651727139 38.47 09 1,120 47.54 
Diesel Unit Miles 8,124,661 50.64 8,515,699 5.29 
Gallons of Fuel 23,365,495| 145.64 227,190,003 oles 


* 
Computed from total car mile and average empty ratio data shown in source document. 


kk 
Train Hour data is not maintained by Canadian National. 


Source: Report Volume I, Appendix E, pages 1 and 2 for Canadian National and page 3 for 
CP Rail. 


APPENDIX C 
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Canadian National Carloads and Tons Originated by Subdivision 
1974 Actual vs. 1974 Rationalized 


Subdivisio 
‘ eae Rational d Davie cre 
Actual nalize ifference Reta Rationalized Difference 


Acadia Valley 
Arborfield 
Assiniboine 
Athabasca 
Bengough 
Bodo 
Bonnyville 
Cabot 
Central Butte 
Chelan 
Conquest 
Corning 
Coronado 
Cowan 

Creda 

Cromer 
Edmonton* 
Edson 
Endiang 

Port Frances 
Glenavon 
Grande Cache* 
Herchmer 
Kashabowie 
Lampman 
Letellier 
Lewvan 
Manning 
Mantario 
Margo 
Northgate 
Oak Point 
Oakland 
Paddockwood 
Pine Falls 
Porter 
Preeceville 
Quappelle 
Regina Terminal 
Rhein 
Ridgeville 
Sangudo 
Sheerness 
Sprague 

Ste. Rose 
Steep Rock 
Thicket 
Three Hills 
Togo 

Wekusko 
Winnipeg Terminal 
Winnipegosis 
Yale 


32,364 
23,258 
48,311 
58,326 
Mn ITs 
78,066 
Rib Gg Us 
231 
25,808 
43,708 
132,610 
27,086 
90,144 
36,684 
270,714 
145,191 
483,119 
23,435 
29 oS 
254 
131,038 


101,100 

92,930 

2507999 

65,981 

103,387 

318,390 318,390 
Lo, Ors 19,013 
31,626 31,626 
BV ALS) V5, TALS) 
31,080 31,080 
6,820 6,820 
23,926 23,926 

20517 30i7 205,307 

132,082 132,082 
8,704 

40,573 


OOOO 1S.O1O OtO1O Or CO OO O11 Oro OOOO OOS OO) SO OrO1O OOO: OS O11 OC S1O1.O OO Ore 
Oo OOOO .0':O 'O-9 OO O'19'O' OO oO OO O19'10 Oo o'O' 0 9:10 OOO ooo OO oO © 0'O OO 20D Oo O'S Oo oS 


p/p JO 37 1 DDp (OL 


i=) 
Oo 


Total Group I | 64,758 64,758 


RiTnctudes NAR traffic received at Edmonton (5,941 cars, 328,572 tons) and at Grande Cache 
(258 cars; -14,364 tons). 


APPENDIX C 
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Canadian National Carloads and Tons Originated by Subdivision 
1974 Actual vs. 1974 Rationalized 


No. of Carloads Now of Tons 
Subdivision 
1974 : : ‘ 1974 ‘ F F 


II. Subdivisions With Traffic Increases 


CN Subdivisions 


Aberdeen Wp eal 106 94,409 100,230 
Alliance IL we 62 LO4 so 107,856 
Avonlea 2S oO 141 MAG Ue, 144,639 
Battleford 435 25 Pa BVI T 25,970 
Big River Why) 83 31,316 35,674 
Blackfoot 4,544 292 260,832 278,478 
Blaine Lake 3,603 124 196,964 203,724 
Bolney 393 37 PN TOSS 23,947 
Brazeau 671 162 357996 45,538 
Brooksby 1,166 97 63), 245 69) a7 2 
Camrose OZ 191 597 292 70,364 
Cudworth WAS SZ 109 102,656 108,740 
Demay 196 20 10,670 11,708 
Drumheller Bhp PABKS) 10 196,901 We SSE: 
Duck Lake bp e)Ssy7/ Bi 75,346 93,056 
Elrose 4,759 325 263,890 283,682 
Gladstone 1,426 222 80,073 92,436 
Hartney 1,603 NAY 89,632 NM pss 
Langham 2,301 Suis MESO, LING 149,001 
Miami 1,485 59 83,697 92,598 
Oyen 3,740 332 245,330 264,128 
Rivers 3,678 1,070 210,090 Pag fee al sjak 
Robinhood 1,268 76 67,697 2790 
Rosetown CAL SS 360 248,227 269,904 
Rossburn Wp LS 7k 93,629 97,599 
Sta prveux I pS} 28 69,908 71,208 
Tisdale 3269 1,018 178,329 236,979 
Turtleford 2,489 LYS, L357, O06 144,943 
Vegreville 2,051 205 L5:07176.0 162,893 
Wainwright 6, 285 148 373,638 SK Wists 
Watrous 9,705 380 SKS) ALE 658,936 
Weyburn UBS LY 69,863 70,818 
Yorkton 565 169 BME Ae) TAS: 47,341 


Sub-Total | 78,491 6,975 4,574,759 4,978,780 404,021 


Subdivisions 
Transferred From 
CP Rail to Cana- 
dian National 


Lenore 0 520 Sl A WS SEF 7/337/ 
Meadow Lake 0 909 Byrd NL) SSO 
Colonsay 0 ih Sy si74 118,818 Teast A sales} 
Matador 0 971* 59,900* 59,900 
Miniota 0 751** 45,028** 45,028 
Russell 0 456 27,905 P24) ANOS) 


Sub-Total 0 Sy payee) 


338,498 338,498 


Total Group II] 78,491 91,005 V2) 514 4,574,759 5817-278 742,519 


* 
Includes 174 cars and 9,792 tons transferred from the CN White Bear subdivision. 


* 
Includes 187 cars and 10,251 tons transferred from the CN Rapid City subdivision. 
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Canadian National Carloads and Tons Originated by Subdivision 
1974 Actual vs. 1974 Rationalized 


No. of Carloads No. of Tons 
Subdivision 1974 1974 
Actual Rationalized Difference Rationalized Difference 
IIl. Subdivisions With Traffic Decreases 

Amiens 695 588 36,495 30,807 
Carman PB) 330 2,898 64), 07 NEG 20D 2 
Erwood 1G OSL le s23 M0) LAT) Wak 5ts}S38) 
Stettler 1,883 1,630 LOG eS? Sil psy 
Tonkin is SB} 745 74,912 Oe Ads 
White Bear Mpa Se 1,064 69,589 Sn WIT 
Total Group IDL 9,764 8,248 SIL 4 GV Ib NEST, HOW 


Subdivisions 
Abandoned 


Carberry 
Carlton 
Central Butte 
Cut Knife 
Dodsland 
Goodwater 
Gravelbourg 
Haight 
Hatherleigh 
Inwood 
Kingman 

Main Centre 
Meskanaw 
Neepawa 

Notre Dame 
Pleasant Point 
Rapid City 
Wakopa 
Wawanesa 


Sub-Total 


Subdivisions 
Transferred 
Pouce eRain 


Central Butte 
Dodsland 
Gravelbourg 
Riverhurst 
Sub-Total 


Total Group IV 


GRAND TOTAL ALL 


GROUPS 


or Transferred 


IV. Subdivisions Abandoned 


76 0 (76) 4,404 0 
610 0 (610) 337,555 0 
895 0 (395) 7b ehey 0 

35 0 (35) 1,948. 0 

I paises, 0 (dk Its) 67,306 0 
329 0 (329) 18,421 0 
411 0 (411) 24a) BS) 0 

70 0 (70) 3,826 0 
148 0 (148) 8,248 0 
216 0 (216) UA WWD” 0 

29 0 (29) 1,506 0 
472 0 (472) 2607299) 0 
657 0 (657) SOj AD 0 
561 0 (561) Sl Atay 0 
114 0 (114) 5,956 0 
140 0 (140) 7,616 0 

1,102 0 (aL 7 ALO)4)) 60,258 0 
298 0 (298) 17,066 0 
437 0 (437) 24,209 0 

p29 0 (77,289) 405,343 0 
647 0 (647) S378) s}5} 0 

1,686 0 (1,686) 95,428 0 

3,003 0 (3,003) 169,069 0 
466 0 (466) 26,291 0 

5,802 0 (5,802) 326,721 0 

Ly OIL 0 (13,091) 732,064 0 
166,104 164,011 (2,093) 9,603,906 9,530,680 


(5,688) 
(2,049) 
(18,288) 
(14,225) 
(337,639) 
OD) 4 SIZ) 


(83,681) 


(4,404) 
(337,555) 
(230918 1)) 

(1,948) 
(67,306) 
(18,421) 
(237239) 

(3,826) 

(8,248) 
(12,052) 

(1,506) 
(26,199) 
(36,251) 
(31,452) 

(5,956) 

(7,616) 
(60,258) 
(17,066) 
(24,209) 


(405,343) 


(S579 55) 
(95,428) 
(169,069) 
(26,291) 


(321647209) 


(732,064) 


(Si7226)) 
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CP Rail Carloads and Tons Originated by Subdivision 
1974 Actual vs. 1974 Rationalized 


Subdivision 1974 1974 
Actual | Rationalized Difference Re enat Rationalized | Difference 


Subdivisions With No Change In Traffic 


Acme 0 18,940 0 
Aldersyde 0 Wey yp Qily 0 
Altawan 0 Sy aod 0 
Bassano 0 50,006 0 
Bulyea 0 231,418 0 
Burstall 0 ILA Lp Babe 0 
Calgary Terminals 0 26,638 0 
Coutts 0 Bheh5 SZ 0 
Crowsnest 0 26,403 0 
Dunelm 0 28,936 0 
Emerson 0 80,191 0 
Furness 0 35,266 0 
Gretna 0 Ol yp PAGS 0 
Hardisty 0 Pehl pAbtoul 0 
Hatton 0 15,445 0 
Hoadley 0 41,241 0 
Indian Head 0 IGS) p SA 0 
Keewatin 0 11,680 0 
Kisbey 0 68,793 0 
Lac Du Bonnet 0 21,646 0 
Lacombe 0 637,28 0 
Lanigan 0 169,283 0 
Leduc* 0 296,312 0 
Lloydminster 0 194,554 0 
Lomond 0 597 43 0 
Macklin 0 164,586 0 
Macleod 0 SOD. 0 
Maple Creek 0 OW ils 4 0 
Nelson 0 DSI} s 0 
Notukeu 0 UBO, SS7/ 0 
Okanagan 0 441 0 
Pennant 0 B57 309 0 
Reford 0 ol Astil yy 0 
Shaunavon 0 374,598 0 
Starling 0 342,629 0 
Taber 0 AL AYO) 5 9 ) 
Turin 0 Pee) (Od 0 
Tyvan 0 176,916 0 
Vanguard 0 at OF ees 0 
Winnipeg Beach 0 16,896 0 
Winnipeg Terminal 0 5a), 42 0 
Wishart 0 47,056 47,056 0 


Total Group I | 64,064 64,064 


oO 


4,228,255 4,228,255 


=) 


* 
Includes NAR traffic received at Edmonton (4,239 cars, 248,304 tons). 
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CP Rail Carloads and Tons Originated by Subdivision 
1974 Actual vs. 1974 Rationalized 


of Carloads of Tons 
Subdivision 
1974 R 1974 
Actual ationalized Difference Nevea Rationalized Difference 


Subdivisions With Traffic Increases 


CP Rail 
Subdivisions 


Amulet 
Arborg 


819 45,579 50,871 Bye 
1,072 196 Shey) 7/ 63,610 12,053 


Arcola , 2 WSO 514 US) A377) 167,559 31,682 
Assiniboia 7p ALO) ib 1S OF caow) 139,244 S)7/ 
Bredenbury Shaikh 635 Whi 4 ISS 226,508 SS) plbys 
Broadview By Wy 209,065 216,284 Wipe 
Bromhead 2,685 229 IS) Oly 169,709 14,112 
Brooks I HS 178 80,380 91,634 ial, ABE! 
Carberry 1,292 102 Vip OST 83,356 6,319 
Cardston 626 58 35,448 8925 By, OV 
Coronation 2,068 Zoi WAS) geil 307,929 15,508 
Empress 3,298 AL '333} 202,961 211,008 8,047 
Estevan Aes! 587 304,570 | 340,513 35,943 
Expanse i OSS 7/ 141 YSn UO 82,519 Sion, 
Fife Lake 1,949 138 Hiss 74.316 AA Seyi (33 Sabi} 
Glenboro 3,464 Si 187,002 PALS) sabi sy 4 S255 
Irricana Ih pak yA 14 73,568 74,461 893 
Kelfield 122 43 40,796 43,456 2,660 
Kerrobert Brae 404 206,967 Dolio, 24,820 
La Riviere Php USN 242 27 OS. 166,885 Ay 24 
Langdon bp Bae 80 Ys, Boe! 78,498 5,104 
Minnedosa Te OWIG 408 42,804 67,991 PS LST 
Napinka “Me MNS 327 ASh I) ENTS DS S43 19,868 
Neudorf 2,364 3 ibe Vy eal y/ 146,081 164 
Outlook 33 pALSO 310 PRAT OO)? PMS); MSY0) 19,148 
Portal 5,078 56 364,964 368,436 Baa 2 
Prince Albert ib al Sys Ia 59,483 70,081 10,598 
Red Deer Papal 7 184 WSS) pl aS) 168,162 Wak As} s: 
Shamrock ASO” 16 92,982 93,995 IL pO S} 
Suffield 1, OZ 20 65,956 (0) 7/ ALON 1,240 
Sutherland 2,504 20 INGO) nto) 7/4! 5S iess.0 Ib BEE 
Swift Current 4,987 669 BS seas 394,740 41,012 
Tisdale Rp SYSH0, 24 148,427 149,893 1,466 
Wetaskiwin a TKS 8 110,603 HAL 7/0; 467 
White Fox USP 2 45,954 46,076 yA 
Wilkie 908 269 44,469 HO / SIS 16,266 
Willingdon Dp Maye 41 25,19) 514 128,455 27 D0 
Wood Mountain 2,454 56 ES OF 4c, 537942 B77 455 
Wynyard 2,961 LAY GALS UO) Si IBS 16,620 


89,667 7,524 S02 22/5 5,824,575 462,352 


Sub-Total 


Subdivisions 
Transferred From 

Canadian National 
LONCP Ravi 


2,740 2,740 0 169,069 169,069 
1,547 1,547 0 95,428 95,428 


Gravelbourg 
Dodsland 
Riverhurst & 
Central Butte 


1,008 0 62,224 62,224 


Des 0 326,721 S26R en 


Sub-Total 


94,962 Bp HOG 7 PAS} 6,151,296 789,073 


82,143 


Total Group II 
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CP Rail Carloads and Tons Originated by Subdivision 
1974 Actual vs. 1974 Rationalized 


No. of Carloads No. of Tons 


Subdivision 1974 1974 
NOeUAT Rationalized Difference Aeceed Rationalized Difference 
III: Subdivisions With Traffic Decreases 


Carman Ih Sher sis} Oy, OO, (3h), 2S), 
Melfort 114,810 78,208 (36,602) 
Strathmore POS) GAL Ave) 19,276 (9,843) 
Lyleton 58,610 AG DD)! (E270 '53)) 


Total Group III OMS 7 TZ 154,048 (61,724) 


IV. Subdivisions Abandoned or Transferred 


Subdivisions 

Abandoned 

Alberta Central 168 0 (168) 9, 8912 0 (9,892) 
Alida 883 0 (883) BV BIS, 0 (54,379) 
Asquith 481 0 (481) 289 Si 0 (28,987) 
Big Gully 319 0 (SNS))) 19,345 0 (19, 3:45) 
Boissevain PA 0 (2082) 270 4u 0 (L2 Ban) 
Cassils 25 0 (25) IL A SySx0, 0 (1,550) 
Colony 194 0 (194) We SIE 0 llenS 716) 
Colonsay 16 0 (16) 988 0 (988) 
Crossfield 178 0 (178) OV Gwar 0 CLO 6N 7) 
Cut Knife 0 0 0 0 0 0 
McMorran 546 0 (546) Bisa O 0) (Gs 50) 
Medstead 78 0 (78) AL Gl 8} 0 (4,413) 
Miniota 583 0 (583) 35,948 0 (35,948) 
Rosemary QZ 0 (122) Tp USS 0 783!) 
Rosetown 348 0 (348) PAO) (SNS 0 (20,695) 
Snowflake 272 0 (2/2) 16,100 0 (16,100) 
Stewart Valley 332 0 (332) 20,088 0 (20,088) 
Varcoe 470 0 (470) 2.9) OM 0 (29,191) 
Vegreville 187 0 (187) Wa ,Aws 0 C405) 
Whitkow 41 0 (41) 2 ONS 0 (277, 28)5)) 
Woolford 58 0 (58) Sp is 0 (BR675) 


Sub-Total Dinos 


oO 
== 
on 
nn 
ke 
Ww 


335,668 


(>) 


(335,668) 


Subdivisions 
Transferred From 
CP Rail to Cana- 
dian National 


Colonsay L932 


0 (W932) 118,818 (118,818) 

Lenore 520 0 (520) Spe Gi ws7)) 
Matador YOY 0 (AON 5) 50,108 (50,108) 
Meadow Lake 909 0 (909) By dale (S577 S20) 
Miniota 564 0 (564) 34,777 Sg UU), 
Russell 456 0 (456) 27,905 (277 910)5)) 
Sub-Total 5,178 0 (57278) 318,455 (318,455) 

Total Group IV} 10,691 0 (HOPIG Ia») 654,123 (654,123) 


GRAND TOTAL ALL 
GROUPS 160,431 161,547 er eLelG 10,460,373 VO) p SISp YS Usp ZS 


APPENDIX E 


Comparison of 1974 Car and Train Output Units of 


CP Rail’ and Canadian National 


Item 

Percent of Carloads in Box Cars 86.0% 
Car Days Per Shipment 

(Car Cycle) 22.9 
Loaded Car-Miles Per Shipment 856.3 
Total Car-Miles Per Shipment 1564.6 
Total Car-Miles Per Car Day 

(Loaded & Empty Cars) 68.2 
Empty Return Ratio 82.7% 
Average Load Per Car-Tons 65.2 
Weighted Average Tare Weight 

Per Car-Tons* Zoe 
Switching Minutes Per Car 36,5 
Average Train Speed (MPH) 21.9 


Diesel Unit Miles Per Thousand 
Gross-Ton-Miles 0.55 


Gallons of Fuel Per Thousand 
Gross-Ton-Miles i seye 


Canadian 


National 


92.0% 


22% 
913.8 


1647.0 


(PASS) 
80.2% 


57.8 


22.9 


41.0 


Not Available 


0.57 


Percentage 
Difference 
(CN/CP) 


7.0% 


(0.9) 
6.7 


ary 


6.3 
(371) 


(12.8) 


0.0 
22 


XXX 


i 


*Weighted by miles 


eee ee eee eee een renee een enn nn ee ee 
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Statement Showing 1974 Traffic Routes 
that Would be Eliminated Under the 
Rationalization Proposal 


Changes Caused by 
Rationalization 


Railway/Subdivision 1974 Route(s) 


CP Rail 


Abandonment of the Courval to 
Archive segment of line re- 
quires cars destined to Thun- 
der Bay to be routed via 
Swift Current or via Assini- 
boia and cars destined to 
Vancouver to be routed via 
Swift “‘Cursent. ~ The ‘Swift 
Current routing was selected 
for both destinations. 


88% of the cars to Thunder 
Bay and 37% of the cars to 
Vancouver were routed via the 
Expanse subdivision to Moose 
Jaw 


Shamrock 


Suffield All cars to Thunder Bay were 
routed via the Brooks subdi- 


vision to Medicine Hat 


Abandonment of the Hays to 
Suffield segment of the line 
requires all Thunder Bay cars 
to be routed westward over 
the Lomond subdivision. The 
new routing to Thunder Bay 
was assumed to be the same as 
for cars originating on the 
Lomond subdivision. 


Strathmore 


Abandonment of the Strathmore 
to Gleichen segment of the 
line requires that all cars 
be routed via Calgary. 


44% of the cars to Thunder 
Bay were routed via Gleichen 
on the Brooks subdivision and 
the balance routed via 

Calgary 


Canadian National 


Hartney All eastbound and westbound 
cars were routed via Scarth 
on the Cromer subdivision 


Abandonment of the Elgin to 
Scarth portion of the line 
requires that all eastbound 
and westbound traffic be 
routed via Morris on the 
Letellier subdivision. 


Rossburn All eastbound and westbound 
movements off the Rossburn 
and Neepawa subdivisions 
were routed via the Neepawa 
subdivision and the Glad- 
stone subdivision to Portage 
La Prairie 


Abandonment of the subdivision 
from Neepawa to Muir elimi- 
nates this route. All traffic 
routed via CP Rail (trackage 
rights) to Portage La Prairie. 
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Statement Showing 1974 Traffic Routes 
that Would be Eliminated Under the 
Rationalization Proposal 


Changes Caused by 
Rationalization 


Railway/Subdivision 


= 
Bengough 


Robinhood and 
Amiens 


Endiang and 
= 


1974 Route(s) 


All westbound traffic was 
routed through Hudson Bay to 
Humbolt via the Assinboine 
and Margo subdivisions 


Abandonment of the Hudson Bay 
to Baden portion of the line 
requires that all westbound 
traffic be routed via the 
Preeceville subdivision at 
Swan River and thence via the 
Assinboine and Margo subdivi- 
sions to Humbolt. 


All traffic was routed via 
the Avonlea subdivision to 
Moose Jaw 


Abandonment of the Radville 
to Parry segment of the Avon- 
lea subdivision requires that 
all traffic be routed via the 
Weyburn and Lewvan subdivi- 
sions to Regina. 


All traffic originating on 
the Amiens subdivision and 
eastbound traffic originat- 
ing on the Robinhood subdi- 
vision moved via Prince Al- 
bert; westbound traffic 
originating on the Robinhood 
subdivision moved via 
Turtleford 


The abandonment of segments 
of the Amiens and Robinhood 
subdivisions and the entire 
Hatherleigh subdivision re- 
quired that all traffic be 
routed via Speers. on the 
Blaine Lake subdivision 
thence Prince Albert for 
eastbound traffic and North 
Battleford for westbound 
Eratrerce 


The abandonment of the Nevis 
to Bylmoor segment of the En- 
diang subdivision and the 
Stettler to Ferlow Junction 
segment of the Stettler sub- 
division required that all 
westbound traffic be routed 
via the Drumheller, Three 
Hills, and Camrose subdivi- 
sions. 


All westbound traffic from 
both subdivisions moved via 
Camrose on the Camrose 
subdivision 


The abandonment of the York- 
ton to Wroxton segment of the 
subdivision required that all 
traffic on the remaining por- 
tion (MacNutt to to Wroxton) 
be routed via the Rhein and 
Togo subdivisions to Canora. 


All eastbound traffic to the 
Lakehead routed via Melville 
over the Yorkton subdivision, 
to Churchill via Canora over 
the Rhein subdivision; all 
westbound traffic routed via 
Melville over the Yorkton 
subdivision 
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Statement Showing Traffic Routes Used 
to Develop Output Units for Subdivisions 
Transferred Between CN and CP 


Subdivisions Transferred to CP 


Gravelbourg Traffic originating at stations on the line 
segment between Mossbank and Gravelbourg was 
routed via Mossbank on the Expanse subdi- 
vision and assumed to take the same routing as 
does traffic originating at Mossbank. 


Traffic originating at stations on the line 
segment between Hodgeville and Tyson is all 
routed via Tyson on the Shamrock subdivision. 
All traffic was assumed to take the same rout- 
ing as does traffic originating at Vogel on 
the Shamrock subdivision. 


All traffic routed via the new link from Mawer 
to Eyebrow on the Outlook subdivision and was 
assumed to take the same route as does traf- 
fic originating at Eyebrow. 


Riverhurst and Central Butte 


Dodsland All traffic routed via Dodsland on the Kerro- 
bert subdivision. All traffic was assumed to 
take the same routing as does traffic origin- 


ating at Druid on the Kerrobert subdivision. 


Subdivisions Transferred to 
Canadian National 


Lenore All traffic routed over new construction be- 
tween Wheatland and the CN Rivers subdivision. 
Eastbound and westbound traffic was assumed to 
take the same route from the connection as 

does traffic originating at Rivers on the Ri- 


vers subdivision. 
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Statement Showing Traffic Routes Used 
to Develop Output Units for Subdivisions 
Transferred Between CN and CP 
(Continued) 


Subdivision Traffic Routes 


All traffic routed via Quadra on the Rivers 
subdivision. Eastbound and westbound traffic 
was assumed to take the same route as does 
traffic originating at Pope on the Rivers 
subdivision. 


Miniota 


Russell 


All traffic routed via the Rossburn subdi- 
vision. Eastbound and westbound traffic was 
assumed to take the same routes as does traf- 
fic originating at Russell on the Rossburn 
subdivision. 


Matador All traffic routed via Wartime on the Elrose 
subdivision. Eastbound and westbound traffic 
was assumed to take the same routes as does 


traffic originating at Wartime. 


Subdivisions Transferred to 
Canadian National (Cont. ) 


All traffic routed via Watrous on the Watrous 
subdivision. Eastbound and westbound traffic 
was assumed to take the same route as does 

traffic originating at Watrous. 


Colonsay 


All traffic routed via Tobey on the Big River 
subdivision. Eastbound and westbound traffic 
was assumed to take the same routes as does 
traffic originating at Debden on the Big River 
subdivision. 


Meadow Lake 
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Changes in CP Rail's Year 1974 Output Units 
Incurred in the Transportation of Direct Shipment 
Statutory Grain Resulting from Rationalization 


Carloads 


Box 


CP Hopper 
Gov't Hopper 
TOTAL 


Car-Days 


Box 


CP Hopper 
Gov't Hopper 
TOTAL 


Ioaded Car-Miles 


Gross Ton-Miles (000) 
Net Ton-Miles (000) 
Yard Switching Minutes 
Train Switching Minutes 
Train-Miles 
Train-Hours 

Crew Wages ($) 

Gallons of Fuel 
Prairie Region 
Pacific Region 
TOTAL 

Diesel Unit 


600 - 1,500 HP 

1}, 500 — 2,000 HP 
2,000 is 3,000 HP 
3,000 + Passenger 
TOTAL 


Carloads of Grain Req. 
Grain Doors 


* ( ) denotes decrease. 


Year 1974 Output Units 


138,745 
5,350 
16,336 
160,431 


yey be, 
100, 353 
343,138 
3,679,210 


118,714,983 


4,554,727 
14,109,696 


137,379,406 


96,445,142 
3,467,459 
13,713,923 


113,626,524 


14,746,743 
8,992,224 
5,228,619 

624,037 
2,937,917 
133,896 
6,272,139 


14,512,340 
8,853,155 
23,365,495 


101,387 
3,700,657 
1,820,774 
2,501,843 
8,124,661 


LS2g pee 


139,861 
5,350 
16,336 
161,547 


3,225,724 
99,093 
339,021 
3,663,838 


119,855,663 


4,563,041 
14,128,358 


138,547,062 


97, 369,836 
3,473,990 
US, Ls2,cuu 


114,576,116 


14,865,915 
9,062,813 
5,295,142 

627,250 
2,885,498 
120,236 
6,047,789 


14,549,787 
8,927,033 
23,476,820 


72,625 
3,627,652 
1,832,071 
epooepeol 
8,064,605 


133,838 


Increase/ 


Decrease* 


1,140,680 
8,314 
18,662 
1,167,656 


924,694 
6,531 
18,367 
949,592 


pee re OF pe 
70,589 
66,523 
S213 
52,419) 
13,660) 
124,350) 


37,447 
73,878 
11,325 


28,762) 
73,005) 
11,297 
30,414 
60,056) 


1,116 


APPENDIX H 
Page 2 of 2 


Changes in Canadian National's Year 1974 Output Units 
Incurred in the Transportation of Direct Shipment 
Statutory Grain Resulting from Rationalization 


Car-Days 
Box Grain 
Box 45-Ton Steel 
Box 60-Ton Steel 
Box Other 
Wheat Board Hopper 
Covered Hopper 
TOTAL 


Number of Units 


Carload Billing 

Carloads in Box Cars 

Carloads Total 

Grain Doors Prairie 

Grain Doors Mountain 
Car-Miles 


Box Grain 

Box 45-Ton Steel 
Box 60-Ton Steel 
Box Other 

Wheat Board Hopper 
Covered Hopper 
TOTAL 


Crew Wages ($) 
Diesel Unit Miles 


SOO palo 90 ure 
1,400 - 2,000 HP 
Rated Over 2,000 HP 
TOTAL 


Gallons of Fuel 

Gross Ton-Miles (000) 
Net Ton-Miles (000) 
Train-Miles Freight 
Net Tons 

Train Switching Minutes 
Yard Switching Minutes 


* ( ) denotes decrease. 


1,494,285 
1,368,137 
509,235 
119,422 
241,198 
43,254 
3,775,531 


326,009 
252,250 
166,104 
106,752 

45,483 


106,892,913 
97,440,531 
35,748,449 
8,638,811 
21,687,919 
3,159,529 

273,568,152 


7,897,190 


1,015,092 
1,582,015 
5,918,592 
8,515,699 


22,796,803 
15,047,394 
8,794,106 
3,956,276 
9,603,906 
810,654 
6,000,745 


Year 1974 Output Units 


Rationalized 


1,478,379 
1 Udy ok 
503,807 
118,077 
2397253 
42,915 
3,690,182 


321,823 
150,142 
164,011 
105,212 

44,930 


107,210,583 
94,359,615 
35,851,332 
8,667,455 
21,748,308 
3,166,193 

271,003,486 


7,686,976 


868,757 
1,602,947 
5,867,486 
8,339,190 


22,634,936 
14,940,552 
8,763,344 
3,880,497 
9,530,680 
797,085 
5,907,435 


Increase/ 
Decrease* 


15,906) 
60,386) 
5,428) 
1,345) 
1,945) 
339) 
85,349) 


4,186) 
2,093) 
2,093) 
1,540) 

553) 


317,670 
(3,080,916) 
102,883 
28,644 
60,389 
6,664 
(2,564, 666) 


( 210,214) 


-_— 


146,335) 
20,932 
51,106) 

176,509) 


161,867) 
106,842) 
30,762) 
15,919) 
73,226) 
13,569) 
93,310) 


Fe ce ce ce ce cot cat ce 
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Impact of Tobi ome eon on CP Rail's 1974 Volume~-Related Variable 
Costs of Transporting Direct Shipment Statutory Grain 


Amount 
(Millions of Dollars) Percentage 


1974 1974 Therese ee 
Actual | Rationalized| Decrease* 


Cost Element 


OPERATING COSTS 
Running Track and Roadway Property 


Roadway Maintenance 5 2.835 S32. 861 $0.026 
Property Taxes 0.567 ae Wi 0.005 
Overhead e274 1.286 0.012 
Sub-Total 4.676 4.719 0.043 
Yard Track and Roadway Property 
Roadway Maintenance > Os375 0.380 $0.005 
Property Taxes 0.077 0.078 0.001 
Overhead 02173 02175 0.002 
Sub-Total 0.625 0.633 0.008 
Train Operations 
Locomotive Repair & Servicing $ 4.449 4.391 ($0.058) 
Locomotive Fuel 7.056 7.089 0.033 
Crew Wages Osbiz 6.048 0.124) 
Control, Dispatching & Communications eso r.219 0.110) 
Caboose Repair & Servicing O:122 0.120 0.002) 
Overhead 8.229 8.124 0.105) 
Sub-Total 275357 26.991 0.366) 
Yard Operations 
Locomotive Repairs & Servicing $ 0.464 0.470 $0.006 
Locomotive Fuel Ot227 0.229 0.002 
Crew Wages 0.646 0.655 0.009 
Control, Dispatching & Communications 0.318 Oosze 0.004 
Overhead 3.842 3.887 0.045 
Sub-Total 5.497 5.003 0.066 
Freight Car Operations 
Car Repair & Servicing SEQ2 723 $10.787 $0.064 
Car Cleaning 0.500 0.504 0.004 
Grain Doors Ze Loy PE fe) 0.018 
Communications 0.155 02159 0.004 
Overhead** Sel) Sees) 0.036 
Sub-Total 18.832 18.958 0.126 
Other Elements 
Carload Billing $ 2.768 S2e78s $0.019 
Loss and Damage 03823 0.829 0.006 
Canmunicat ions 0.040 0.040 0.000 
Overhead 1.261 1.270 0.009 
Sub-Total 4.892 4.926 0.034 


TOIAL OPERATING COSTS $61.879 $61.790 (S0.089) 
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Impact of Rationalization on CP Rail's 1974 Volume-Related Variable 
Costs of Transporting Direct Shipment Statutory Grain 


Soares tet 

(Millions of Dollars) 

Cost Element peta ie 
1974 1974 Increase/ | Change 
Actual |Rationalized| Decrease* 


CAPITAL COSTS 


Depreciation 
Running Track and Roadway Property $ 1.049 >. 058 $0.009 0.9 
Yard Track and Roadway Property 0.231 0.234 0.003 3 
Road Locomotives L238 he225 (0 013) @lieag) 
Yard Locomotives 0.108 0.109 0.001 O29 
Cabooses 0.037 0.036 ( 0.001) (257) 
Freight Cars ors beil3 ( 0.002) (41) 
Signals and Communications On223 0.208 ( 0.015) (6.7) 
Other Property 0.358 0.360 0.002 0.6 
Sub-Total 4.959 4.943 ( 0.016) (0i53) 
Capital Funds 
Running Track and Roadway Property | $ 6.996 7.059 $0.063 0.9 
Yard Track and Roadway Property | 0.955 0.967 0.012 13 
Road Locomotives 2.989 2n958 (02032) (1.0) 
Yard Locomotives 0.108 0.110 0.002 Ps9 
Cabooses 0.125 0.123 ( 0.902) iL) 
Freight Cars 5.807 5.801 ( 0.006) (O01) 
Signals and Canmunications 9.787 0.734 ( 0.053) (6.7) 
Other Property 1.768 phage 0.006 0.3 
Sub-Total 19.535 26 ( 0.009) 0 
TOTAL CAPITAL COSTS $24.494 $24 .469 ($0.025) (0.1) 
GRAND TOTAL EXCLUDING GRAIN DEPENDENT 
LINES $86.373 $86.259 ($0.114) (0.1) 


* ( ) denotes decrease. 


** Includes payment to CNR of $0.276 million for switching at Thunder Bay and 
Vancouver. 
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Impact of Rationalization on Canadian National's 1974 Volume-Related Variable 
Costs of Transporting Direct Shipment Statutory Grain 


Amount 
(Millions of Dollars) Percentage 
1974 1974 Increase/ Change 
Actual |Rationalized| Decrease* 


Cost Element 


OPERATING COSTS 


Running Track and Roadway Property 


Roadway Maintenance 
Property Taxes 
Overhead 

Sub-Total 


Yard Track and Roadway Property 


Roadway Maintenance 
Property Taxes 
Overhead. 

Sub-Total 


Train rations 


Locomotive Repair & Servicing 
Locomotive Fuel 

Crew Wages 

Control, Dispatching & Communications 
Caboose Repair & Servicing 

Overhead 

Sub-Total 


Yard Operations 
Locomotive Repair & Servicing 
Locomotive Fuel 
Crew Wages 
Control, Dispatching & Communications 
Overhead 
Sub-Total 


Freight Car Operations 
Car Repair & Servicing 
Car Cleaning 
Grain Doors 
Communications 
Overhead 
Sub-Total 


Other Elements 


Carload Billing 
Loss and Damage 
Communication 
Overhead 
Sub-Total 


TOTAL OPERATING COSTS 


-150 
sole 
-261 


PY A) 
7.061 
7.897 
1.245 
0.208 
10.858 
30.648 


50.311 
0.249 
2-253 
0.189 
3.684 
6.686 


$ 7.296 
0.073 
1.844 
0.134 
8.750 

18.097 


$ 1.299 
0.484 
0.020 
0.626 
2.429 


$65.130 


- 348 
-945 
-704 
Bee y) 


whee 
- 148 
ao12 
- 242 


3.290 
7.010 
7.687 
13226 
0.204 
10.654 
30.077 


$ 0.306 
0.245 
2.218 
0.187 
3.627 
6.583 


S 7.201 
0.072 
1.819 
0.136 
8.638 

17.866 


$ 1.282 
0.480 
0.020 
0.619 
2.401 


$64.166 


($0.006) 
( 0.002) 
( 0.004) 
("OS0EZ) 


($0.011) 
( 0.002) 
( 0.006) 
( 0.019) 


$0.083) 
0.051) 
0.210) 
0.019) 
0.004) 
0.204) 
0-571) 


($0.095) 
( 0.001) 
( 0.025) 

0.002 
( 0.112) 
( 0.231) 


($0.017) 
( 0.004) 

0.000 
( 0.007) 
( 0.028) 


($0.964) 
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Impact of Rationalization on Canadian National's 1974 Volume-Related Variable 
Costs of Transporting Direct Shipment Statutory Grain 


Amount 
(Millions of Dollars) Percentage 


1974 1974 Increase/ | Change 
Actual | Rationalized | Decrease* 


Cost Element 


CAPITAL COSTS 
Depreciation 


Running Track and Roadway Property $ 0.990 $ 0.988 (SO. 
Yard Track and Roadway Property 0.147 0.145 G0. 
Road Locomotives 1.470 1.430 (0. 
Yard Locomotives Or53 Oe rol 30. 
Cabooses 0.071 0.070 (as 
Freight Cars L352 Aesen 0s 
Signals and Cammnications 0.328 05322 (20: 
Other Property 0.216 0.214 0: 
Sub-Total AL727 4.647 (30; 
Capital Funds 
Running Track and Roadway Property 4.009 4.000 ($O. 
Yard Track and Roadway Property 0.596 0.587 Tok 
Road Locomotives 1.941 1.888 (co. 
Yard Locomotives 02157 0.155 (2.0< 
Cabooses 0.158 0.156 ( 0. 
Freight Cars 3.019 2.962 ( 0. 
Signals and Communications 0.441 0.433 (70. 
Other Property 0.746 0.736 teOs 
Sub-Total 11.067 10.917 o0s 
TOTAL CAPITAL COSTS $15.794 $15.564 
GRAND TOTAL EXCLUDING GRAIN DEPENDENT 
LINES $80.924 $79.730 


* ( ) denotes decrease. 


APPENDIX K 
Page, l=o0f 2 


Canadian National Carloads 
Originated on Grain Dependent Lines 
1974 Actual vs. 1974 Rationalized 


1974 


Rationalized Difference 
Actual 


Subdivision 


Subdivisions With No Change In Traffic 


Acadia Valley 560 
Athabasca LOWES 
Bengough 1,620 
Bodo Np SIO 
Chelan 804 
Conquest Vopr 3s) 
Corning 485 
Cromer ip Sse 
Endiang 524 
Glenavon Py SAE) 
Lewvan AN, DBL 
Mantario IL A teyAAs: 
Oakland 5) 7/AL 
Paddockwood Sy 7/Al 
Porter 433 
Preeceville 3p te! 
Rhein 758 
Ridgeville 201 
Ste. Rose 280 
Winnipegosis 273 


Total Group: i ZS AOOG PB Sy 5 OO) 


One CO. O11 OO Ol Ore OO Gre Ori iOor@ 


II. Subdivisions With Traffic Increases 


CN Subdivision 


Avonlea I AE Zs IBZ Al 
Battleford 435 460 25 
Blaine Lake 370105 3 2 124 
Bolney 393 430 ay 
Brooksby I pdl Oe Lp Aas 97 
Cudworth iL HBL iL psa 109 
Demay 196 216 20 
Elrose AV Tsys) 5,084 325 
Hartney 1,603 T7730 27 
Miami 1h RSS 1,644 159 
Robinhood 1,268 sa 4 76 
Rossburn hp PAS 1,796 fail 
St. Brieux Ip AOS IL HABE 23 
Turtleford 2,489 2,668 179 
Weyburn peo peso Li 


Sub-total PS} AO 26,990 1k 5, SSO 
Subdivisions 
Transterred 


from CP Rail 
to Canadian 


National 

Colonsay 0 1,932 1,932 
Lenore 0 520 520 
Matador 0 971* 971 
Miniota ) 751** Yak 
Russell 0 456 456 
Sub-total 0 4,630 4,630 


VOtalsGrowp ale 25,460 BIL pH GAO 6,160 
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Canadian National Carloads 
Originated on Grain Dependent Lines - 
1974 Actual vs. 1974 Rationalized 


1974 . 


is 
III. Subdivisions With Traffic Decreases 


| __subatvssion 


Amiens 
Carman 
Stettler 
Tonkin 
White Bear 


Total Group III 
IV. 


Subdivisions Abandoned 


Carberry 0 ( 76) 
Carlton 0 ( 610) 
Central Butte 0 ( 395) 
Cutknife 0 ( 35) 
Dodsland 0 (oe, 3:9)) 
Goodwater 0 ( 329) 
Gravelbourg 0 ( 411) 
Haight 0 ( 70) 
Hatherleigh 0 ( 148) 
Kingman 0 ( 29) 
Main Centre 0 ( 472) 
Meskanaw 0 ( 657) 
Neepawa 0 ( 97) 
Notre Dame 0 ( 114) 
Pleasant Point 0 ( 140) 
Rapid City 0 (17, L.0:2)) 
Wakopa 0 ( 298) 
Wawanesa 0 ( 437) 
Sub-total 0 ( 6,609) 
Subdivisions Trans- 

ferred to CP Rail 

Central Butte ( 647) 
Dodsland (217,686) 
Gravelbourg (73,003) 
Riverhurst ( 466) 
Sub-total (5c Oz) 
Total Group IV ILA > aba (AL 5 Galak) 
GRAND TOTAL ALL GROUPS Al yy Steklo, (7, 429) 


Prneludes 174 cars transferred from the CN White Bear 
subdivision. 


** includes 187 cars transferred from the CN Rapid City 
subdivision. 


i 
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CP Rail Carloads 
Originated on Grain Dependent Lines 
1974 Actual vs. 1974 Rationalized 


Subdivision 1974 Rationalized Difference 
Actual 


I. Subdivisions With No Change In Traffic 


Altawan 
Assiniboia 
Bulyea 
Burstall 
Dunelm 
Furness 
Gretna 
Hatton 
Kisbey 

Lac Du Bonnet 
Lacombe 
Lomond 
Macklin 
Neudorf 
Notukeu 
Pennant 
Reford 
Shaunavon 
Stirling 
Tyvan 
Vanguard 
Winnipeg Beach 
Wishart 


SoS 2 60S 2 oe OS ee SS ea a CC eae 


Total Group I 


CP Rail 
Subdivisions 


Amulet 
Arborg 
Arcola 
Bromhead 
Cardston 
Coronation 
Fife Lake 
Glenboro 
Irricana 
Kelfield 
Kerrobert 
Napinka 
Outlook 
Shamrock 
Suffield 
Tisdale 
White Fox 
Willingdon 
Wood Mountain 


Sub-total 


APPENDIX IL 
LEC 2 Che 2% 


CP Rail Carloads 
Originated on Grain Dependent Lines 
1974 Actual vs. 1974 Rationalized 


ee 1974 : : 
Subdivisi i 


II. Subdivisions With Traffic Increases 
(Continued) 


Subdivisions Trans- 
ferred from Cana- 
dian National to 
CP Rail 

Gravelbourg 

Dodsland 


Riverhurst & 
Central Butte 


Sub-total 
Total Group II 


III. Subdivisions With Traffic Decreases 


Carman 
Strathmore 
Lyleton 


Total (Groups lt 
IV. Subdivisions Abandoned or Transferred 


Subdivisions 
Abandoned 


Alberta Central 
Alida 

Asquith 

Big Gully 
Cassils 

Colony 
Colonsay 
Crossfield 
McMorran 
Medstead 
Miniota 
Rosemary 
Rosetown 
Snowflake 
Stewart Valley 
Varcoe 
Vegreville 
Wool ford 


Sub-total 


Subdivisions Trans- 
ferred from CP 
Rail to Canadian 
National 


Colonsay (1,932) 
Lenore ( 520) 
Matador bo edd) 
Miniota ( 564) 
Russell (9 a'516)) 


Sub-total (4,269) 
Total Group IV (97.529 ) 


GRAND TOTAL ALL 
GROUPS (1,494) 


SRO OOO CO SO SO OO Oo Oe Oc: 
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Grain Dependent Lines Distribution of 1974 Line-Related 
Costs by Disposition of the Lines 


Line Disposition 


Retained Total 
in Abandoned | Transferred 
System 


Costs ($000) 


Roadway Maintenance 

Stations 

Property Taxes 

Overhead 1,442 Leu 

Depreciation 1,904 Zoned 

Capital Funds 10,870 14,635 
Sub-Total $17,466 $22,809 

Roadway Maintenance Shortfall | $ 5,579 5 3,187 

Depreciation Shortfall 43 59 

Capital Funds Shortfall 445 611 
Sub-Total S$ 6,067 S$ 8,857 


TOTAL $31,666 


Costs ($000) 

Roadway Maintenance $ 2,852 $ 4,190 
Stations 249 0 249 
Property Taxes 298 448 
Overhead 1,961 2,801 
Depreciation 1,195 1,839 
Capital Funds 4,480 f Heid Ml Bo 

Sub-Total S11, 035 $ $16,642 
Roadway Maintenance Shortfall | $ 2,050 $ $ 3,648 
Depreciation Shortfall 53 83 
Capital Funds Shortfall S21 508 

Sub-Total $ 2,424 $ 4,239 
TOTAL $13,459 $20,881 
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Grain Dependent Lines 


Reduction in Line-Related Costs Resulting From Rationalization 


Item 


Roadway Maintenance 

Stations 

Property Taxes 

Overhead 

Book Depreciation 

Book Capital Funds 
Sub-Total 


Roadway Maintenance 
Shortfall 


Depreciation Shortfall 
Capital Funds Shortfall 
Sub-Total 


Total 


Amount ($000,000) 
Rationalized System 


$ 3.029 
0.0 
0.345 
1.496 
1 976 

11.282 


$18.128 


$ 5.790 
0.045 
0.461 

S$ 6.296 


$24,424 


Canadian 
National 


$ 3.016 
0.249 
0.316 
2.075 
1.262 
4.750 


$11.668 


$ 2.183 
0.056 
0.341 

$ 2.580 


$ 14.248 


$38. 


876 


672 


-096 


547 


$13. 


e220 


875 


Item 


Roadway Maintenance 
Property Taxes 
Overhead 
Depreciation 
Capital Funds 
Sub-Total 


Roadway Maintenance 
Shortfall 


Depreciation Shortfall 


Capital Funds Shortfall 


Sub-Total 


Total 


Grain Dependent Lines 
Reduction in Volume-Related Costs Resulting From Rationalization 


$l 


$0. 


0 


sl. 


Amount ($000,000) 
Rationalized System 


Canadian 
National 


220 $0.310 $0. 
045 0.050 0. 
-105 0.162 OQ. 
~099 0.073 0. 
«570 0.276 0. 
.039 0.871 $l. 


49] $0.287 $0. 


-026 0.029 0. 


2019 $0.320 $0. 


558 $1.191 $2. 


Total 
1974 
Actual 


$0.572 
0.102 
0.288 
0.181 
0.889 
$2.032 


$0.822 
0.006 
0.058 
0.886 


32.918 


Appendix 


Reduction 
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Prairie Rail Authority Lines 


Junction Point With 


Subdivision ; 
Basic Network 


CP Rail 


Amulet Gas Ormiston 
Arborg VARS Rugby 
Bromhead Si 4 Southall-Gladmar 
Burstall (Schuler Spur) 6.8 Pivot 
Cardston 39.0 Raymond 
Dodsland** 32.6 Dodsland 
Dunelm 25 Player 
Fife Lake 19.8 Coronach 
Furness 19.5 Epping 
Gravelbourg** 9 34.7 Mossbank~Tyson 
Hatton ibe} Viel Hatton 
Kelfield 27.9 Brass 

Beal Cosway 

(3S i Eltham 

2252 Deloraine 
Melfort 55.2 
Pennant BG) Ses 
Riverhurst—Central Butte** 10 36.4 
Shamrock 9 70.0 
Strathmore 13 Ace: 
Suffield ils? 
Tyvan 6 Stoughton-Regina 
Wishart 8 Foam Lake 
Wood Mountain 9 Maxstone 


Total CP Rail 
Canadian National 


23 55 


Acadia Valley 560 Eyre Jct. 
Alliance 14 863 Forestburg 
Amiens eZ 588 Speers Jct. 
Arborfield 5 428 Crane 
Avonlea 6 2,108 Moose Jaw 
Battleford ah 460 Battleford Jct. 
Bengough Talmage 

Unity 

Spruce Lake Jct. 
Carman (Belmont—Somerset) 2, Morris 
Carman (Carman-Carman Jct) Carman Jct. 


Chelan Reserve 


Colonsay*** 

Corning 

Coronado 

Cudworth 

Endiang 

Erwood a) ; 

Gravelbourg 9 Yas 

Hartney 2 42.0 

Lenore* ** 4 15.4 

Matador*** iil 30.4 

Miami 2 62a 

Miniota*** 4 aE se 

Oakland 4 5383 Portage La Prairie 
Porter a2 18.0 Oban Jct. 
Preeceville 5 48.5 Sturgis 
Rhein 7 37.8 Ross Jct. 
Ridgeville 1 Ost) Emerson 
Robinhood 12 9.6 Speers Jct. 
Rossburn-Neepawa 4 Neepawa 
Russel 1*** 4 Neepawa 
Sheerness 14 Sheerness 
Ste. Rose 5 Ochre River 
Stettler 14 Dinosaur 
Tonkin W Ross Jct. 
Weyburn. 6 Talmage 
White Bear i Eston Jct. 
Winnipegosis 5 Sifton Jct. 


Total Canadian National 


*Number of carloads originated are for year 1974 rationalized system and in- 
clude only direct shipment statutory grain. 


**kDenotes lines transferred fram Canadian National to CP Rail. 


*kkDenotes lines transferred from CP Rail to Canadian National. 
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PRA Grain Dependent Lines 
1974 Line-Related Roadway Maintenance Costs 
Rationalized System 


Percentage 
acu CP Canadian Pos Distribution 
Rail National a 


Roadway Maintenance : 12636. 1See2ens 
Stations 
Property Taxes 
Overhead 
Sub-total 
Book Depreciation 
Book Capital Funds 
Sub-total 
Total Expenditures 
Roadway Maintenance Shortfall 
Depreciation Shortfall 
Capital Funds Shortfall 
Sub-Total 
Total Costs 


Prairie Rail Authority Network 
1974 Output Units Incurred in 
The Transportation of Direct Shipment Statutory Grain 


APPENDIX R 


CP Canadian 

Item Rail National Total 
Number of Carloads Zoo) 36,772 60,329 
Car-Miles 1,509,907 | 2,985,934 | 4,495,841 
Car-Days 114,667 130,169 244,836 
Gross Ton Miles (000) 80,460 145 5321 2205764 
Revenue Ton Miles (000) 48,748 83,942 132,690 
Train Switching Minutes 98,464 153,921 258, 385 
Train Miles 64,979 120,832 1S ye 
Train Hours Sor * * 
Diesel Unit Miles 96,645 238,082 334,727 
Fuel Gallons 127,046 220 11. Sa, 221 
Crew Wages $123,276 $251,418 $374,694 
Per Car Averages 
Tons 64.6 S002 SOL) 
Loaded Car-miles 3220 40.6 oy: 
Car-Days 4.9 Ge 4.1 
Train Averages 
Diesel Units iResS) 2.0 ate) 
Crew Wages per Train Mile $1.90 $2.08 $2.02 


Train Speed Vie2 e | ‘ 


*Train hours are not available for Canadian National. 
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APPENDIX S 


Prairie Rail Authority Lines 
1974 Volume-Related Costs Incurred by the Railway 


Amount ($000,000) 


Canadian 
Bees 


Operating Costs 
Running Track and Roadway Property 


Roadway Maintenance 
Property Taxes 
Overhead 

Sub-total 

Maintenance Shortfall 
Tota 


Train Operations 


Locomotive Repairs & Servicing 

Locomotive Fuel 

Crew Wages 

Control, Dispatching & 
Communications 

Caboose Repair & Servicing 

Overhead 

Total 


Freight Car Operations 


Car Repair & Servicing 
Communications 
Overhead 

Total 


Total Operating Costs 


Depreciation Costs 
Running Track and Roadway Property 


Book Depreciation $0.012 $0.020 
Depreciation Shortfall 0.001 0. 
Sub-total 0,052 O. 
Road Locomotives OF OL? 0. 
Cabooses 0.001 O% 
Freight Cars 0.046 0; 
Signals and Communications 05005 0. 
Other Property 0.003 0. 
Total Depreciation Costs 0.084 Os 


Capital Funds Costs 


Running Track and Roadway Property 


Net Investment Basis 
Capital Funds Shortfall 
Sub-total 


20hS 
-008 
-083 


$0.134 
0.016 
0.150 


Road Locomotives .078 Oc LES 
Cabooses -005 0.008 
Freight Cars -079 0.236 
Signals and Communications -009 0.028 


jeleleWeiioy Telielte) 


Other Property Af 8 Oh 
$0.269 


$1.754 


0.028 
$0.569 
$2.885 


Total Capital Funds Costs 
Total Volume-Related Costs 
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CN Rationalized Statutory Grain Carloads to Churchill 
by Subdivision in Ascending Average Haul Order 
Average Carloads to Churchill Total Carloads 
Subdivision nea Percent of "Total ~~ % of Churchill Total 
(Miles) Amount Amount 


Wekusko 
Chelan 
Assiniboine 
Rivers 
Arborfield 
Tonkin 
Preeceville 
Tisdale 
Togo 
Glenavon 
Rhein 
Yorkton 
Avonlea 
Lewvan 
Brooksby 
Margo 
Paddockwood 
Big River 
Regina 
Watrous - il 
Blaine Lake 
St. Brieux 
Amiens 
Aberdeen 
Letellier . - 
Robinhood ; 24 
Carlton - 
Meskanaw : - 
Central Butte 0.3 
Cudworth r 264 
Demay One 
Kingman 5 - 
Riverhurst nO 0. 
Duck Lake 2 
Gravelbourg - - 
Langham 3 
Rosetown 4 
Blackfoot ‘ Dis 
2 
0 


. ¢ 


oOnrodo oS 
NOW &wOW~ IO © 


ww WN0NN OF © 
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OF RPOBNAIHDEFP DH AADWNNOCAWAHDAWAAOWALWONM 
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Edmonton 
Porter 
Hatherleigh 4 - 
Craik : SVS) 
Dodsland : - 
Turtleford 5 
Wainwright , ie 
it 
2 


. 
oO 


Bodo 
Conquest 
Cutknife 5 ~ 
Battleford ; Ory 
Main Centre F - 
Vegreville 

Bolney 

Elrose 

White Bear 

Coronado 

Alliance 

Camrose 

Bonnyville 

TOTAL 10,499 


GO OD 
NOON 


° 
ion) 


SOO SOG = 
See et ieee) 0 at Oi 04. OS 
WP UON OO W 
swiem enue em < . 
WODNDAEH S&F NM 
OF OG, wt ro sc 
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114,536 


APPENDIX U 


Actual 1974 Revenue Shortfall Incurred By 
CP Rail and Canadian National 


Amount ($000,000) 


Canadian 
Fen e 


Item 


Revenues 


Freight Rates 
Miscellaneous 
Sub-Total 
Subsidy 

Total 


Variable Costs 


Grain Dependent Lines 

Other Lines and Above 
Rail Operations 

Transit Traffic 

Jifey era Nk 


Revenue Shortfall 
Gross (Before 
Subsidy) 
Net (After Subsidy) 


Ratio Variable Costs to 
Revenues 


Excluding Subsidy 
Including Subsidy 


Source: CCTGR Report Volume I, Appendices F, K, M, 
and: 0’. 
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Prairie Rail Line Profiles 
Line Categories 


Category/Railway/Subdivision 


Category I - Less Than 5.0 


Carloads Per Mile of Line 
CP Rail 


Alberta Central 
Cassils 
Medstead 
Rosemary 
Winnipeg Beach 
Woolford 
Sub-Total 


Canadian National 


Cutknife 
Hatherleigh 
Kingman 
Pleasant Point 
Sub-Total 


Total 10 Subdivisions 


Category Th — 5.0 soo. 9 
Carloads Per Mile of Line 


CP Rail 


i) Se BuDseaisl 

2. Cardston 

3, €Golony: 

4. Crossfield 

5. Lac Du Bonnet 

6. McMorran 

7. Vegreville 
Sub-Total 


(Schuler Spur) 


Canadian National 


8. Amiens 

9, Carberry 
10. Demay 
ii Endiang 
}2... Haight 
13. Main Centre 
14. Meskanaw 
15. Neepawa 
16. Ste. Rose 

Sub-Total 


Total 16 Subdivisions 


6.8 
66.4 
25.0 
28.0 
37.6 
61.6 
24.6 

250.0 


74.98 
10.02 
24.92 
62.18 

Sa 
48.64 
89.45 
dees 
a7 .L2 
367.31 


617). 31 


Total 
Carloads 


Carloads 
Per Mile 
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Prairie Rail Line Profiles 
Line Categories 


Total Carloads 


Category/Railway/Subdivision Cavioadeluner ee 


Category Jit 10.0 = a9 
Carloads Per Mile of Line 


CP Rail 


Altawan 
Arborg 
Asquith 
Big Gully 
Hatton 
Lacombe 
Lenore 
Rosetown 
Strathmore 
AO)  Sibhsaaeulcel 
ll. White Fox 
12. Willingdon 
Sub-Total 


OANAIAHAMNLSWNE 
._ © © Oo”. 6 8 Sp 18 * 2 


NWPODATNW HP ODHDOWAIF 
OP DWHANWHDNUNOWOAs~ 


Canadian National 


Athabasca 
Bolney 
Chelan 
Goodwater 
Oakland 
Rapid City 
Robinhood 
Tonkin 
Winnipegosis 
Sub-Total 


OOrFUONAW & Ww OO 


Total 21 Subdivisions 
Category, 1Ve— 15.07 to 1959 
Saree Per Mile of Line 


CP Rail 


> 


Alida 
Carman 
Colonsay 
Coronation 
Dunelm 
Kisbey 
Lomond 
Matador 
Miniota 
Reford 
Russell 
Shamrock 
Snowflake 
Stewart Valley 
Stirling 
Tisdale 
Varcoe 
Sub-Total 
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Prairie Rail Line Profiles 
Line Categories 


Total Carloads 


Category/Railway/Subdivision Ganioaial Pen Mile 


Category IVe=" 15.0 tor 1979 
Carloads Per Mile of Line 


Continued) 
Canadian National 


Carlton 85.95 610 
Central Butte ya SI O42 
Dodsland sys val PA vesg fos) 
Hartney 82.86 1,603 
Rossburn L045 27 Ube Teas 
Stettler LOSE.02 sat see) 
Wakopa Li.83 298 
Wawanesa 22.84 437 
Sub-Total ayy ial: MO 4/3 


Total 25 Subdivisions GR tae A! 27,349 


Category Ve—eZ OR OneCOim2 469 
Carloads Per Mile of Line 


CP Rail 


Amulet 
Arcola 
Assiniboia 
Fife Lake 
Glenboro 
Kelfield 
Notukeu 
Outlook 
Pennant 
Vanguard 
Sub-Total 


Canadian National 


Arcadia Valley 
Avonlea 
Bengough 
Brooksby 
Corning 
Cudworth 
Miami 
Porter 
Rhein 
Ridgeville 
St. Brieux 
Sub-Total 


Total 21 Subdivisions 
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Prairie Rail Line Profiles 
Line Categories 


: iat : Total Carloads 
Category/Railway/Subdivision Miles 


Carloads| Per Mile 


Category Vi= PASO) (eley PEL) 
Carloads Per Mile of Line 


CP Rail 
Iba dismieakeke take! 36.9 ROSZ 29\ 3 
2. Lyleton Sie 965 Sieg | 
3. Neudorf UPBc% 1,980 2 el: 
4. Wishart 26.9 Tih2 28.7 
Sub-Total WAS 4,799 PF fees, 
.Canadian National 
5. Bodo B50 1,380 26.8 
6. Carman 109.26 2,934 26.9 
7 Conquest 94.33 Phils gf | 2520 
8. Cromer BZ 9 IL IS, 29.2 
9. Glenavon 91.84 PAB VAS, 25.4 
10. Gravelbourg 118.92 3,414 Pao tenth 
11. Paddockwood 20n25 sig ab 282 
12. Riverhurst 18.02 466 25.9 
Sub-Total 556.91 14,990 26.9 
Total 12 Subdivisions Jade eu 19,789 Denk 
Category VIT — 30.0 to 39.9 
Carloads Per Mile of Line 
CP Rail 
1. Furness 19.5 605 Sao) 
2. Kerrobert ale Wiest: 3,369 32.9 
3. Tyvan 373 2,780 s1.8 
4. Napinka 106.8 3,868 36.2 
.5. Shaunavon i SSP 2. Ways 1 38.7 
6. Wood Mountain 64.9 2,398 S70 
Sub-Total’ 499.2 uy tes Sy 35:53 
Canadian National 
7. Blaine Lake INAS 5d 3,603 30.9 
8. Preeceville ale Ea eG 3,784 S359 
9. Turtleford 76.95 2,489 324 
10. Weyburn 38.24 Peco cPlayl 
ite snlrose 120.65 4,759 39.4 
12. Lewvan La 20 ar23al SUL 
13. White Bear 34.30 pris i: 36.1 
Sub-Total OZ al 2177330 34.8 
Total 13 Subdivisions ee Gil 38,927 357-0 
Category VIII - 40.0 and 
Over Carloads Per Mile of 
Line 
CP Rail 
1. Bromhead PA 528 40.9 
2. Bulyea 85.8 She THONG 43.2 
3. Gretna 6.8 901 W325 
4. Macklin 46.4 Zip Gee 56.4 
Sub-Total Lo Up tiene sabe 
Canadian National 
5. Mantario 43.79 1,828 41.7 
6. Notre Dame ZnS 114 44.7 
Le Battleford Pout! 435 56.2 
Sub-Total 54.08 2301 44.0 


Total 7 Subdivisions 205.98 10,128 49.2 
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